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Abstract 
 
It is becoming more and more important for companies to internationalise in order to survive 
the tough competition and/or grow. Since many markets are almost saturated, companies are 
forced to seek and exploit new opportunities, and these opportunities are often found in 
transition economies. Transition countries have a huge potential for future growth. However, 
they can be difficult to function in due to for example non-westernised business practices. For 
this reason, the mode of entry strategy has to be carefully evaluated and selected.  
 
This thesis covers the highly interesting area of mode of entry strategies used when Swedish 
firms enter transition countries, which also is the purpose of this thesis. The focus is on 
motives to enter transition countries, the strategies used to enter transition countries, the 
factors influencing the decision of entry strategy, and finally problems facing companies 
entering transition markets. In order to reach this purpose, we have conducted a case study of 
a Swedish company within the subject area, through an interview.  
 
Our main findings are that the most significant motive to enter transition countries is potential 
growth of the market, the most suitable entry mode strategy is joint venture, the most 
significant factor influencing the entry mode decision is the legal framework, and the largest 
problem facing companies entering transition countries is the socialist legacy.  
 
 



Sammanfattning 
 
Det börjar bli mer och mer viktigt för företagen att internationalisera för att kunna överleva 
den tuffa konkurrensen och/eller växa. Eftersom många marknader nästan är mättade så är 
företagen tvungna att söka upp och utveckla nya möjligheter och dessa möjligheter är ofta 
återfunna i övergångsekonomier. Övergångsekonomier har väldigt stor potential för framtida 
tillväxt. Däremot kan de bli svåra att fungera i med tanke på till exempel icke-västerländska 
affärsprinciper. På grund av detta måste inträdesstrategin noga utvärderas och väljas. 
 
Den här uppsatsen täcker det högintressanta området inträdesstrategier som används när 
svenska företag går in i övergångsekonomier, vilket också är syftet med den här uppsatsen. 
Fokus ligger på motiven för att träda in i övergångs länder, strategierna som används vid 
inträden i övergångsländer, faktorerna som influerar beslutet om inträdesstrategi, och slutligen 
problem som företagen möter vid inträdet i övergångsmarknader. För att nå detta syfte så har 
vi genomfört en fallstudie genom en intervju med ett svenskt företag inom ämnesområdet. 
 
Våra huvudsakliga resultat är att det mest betydelsefulla motivet för att träda in i övergångs 
läder är potential tillväxt, den mest lämpliga inträdesstrategin är joint venture, den mest 
betydelsefulla faktorn som influerar inträdesstrategin är regulatoriska förhållanden och det 
största problemet som möter företag som går in i övergångs läder är det socialistiska arvet. 
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1. Introduction 

In this chapter we intend to provide the reader with a brief introduction to our thesis. We 
begin with a short background to the research area and a problem discussion that will guide 
the reader to the purpose, the research questions, and the demarcations of this thesis. Finally, 
the structure of the study will be presented. 

1.1 Background 

Trade has always been important for countries in order to take advantage of resources that 
exist in other parts of the world. Since the 16th century it has been preferred to run a trade 
surplus, that is, to export more than a country imports. Further, international business is at 
present growing at a faster rate than global production, which implies the importance for 
many companies to expand their businesses internationally. (Daniels and Radebaugh, 2001) 
Sweden is a country highly dependent on international trade due to its limited size. This has 
lead to a high degree of internationalised companies in relation to the country’s size. (Grahn 
and Khoshnam, 1999) 
 
The market environments in the world today are undergoing significant changes. Firstly, the 
ever-increasing number of competitors in industrial countries, that is, high-income countries 
(Daniels and Radebaugh, 2001), makes it interesting for companies to conduct their 
businesses in other attractive areas of the world. Secondly, there are currently a vast number 
of so-called transition economies (Czinkota and Ronkainen, 2001), which according to 
Czinkota and Ronkainen (2001) is “the transformation of nations from planned into market 
economies” (page 747). These countries are undergoing changes in their economical and 
political environments that present enormous future markets and therefore interest foreign 
investors (ibid.). Moreover, some companies have doubts against reaching their strategic 
objectives by staying in the home market, since it can be saturated and foreign markets can be 
growing faster, and therefore might be of more interest to the company (Root, 1994). In other 
words, many companies see the opportunities in these changing environments and therefore 
decide to go international. However, it is vital for these firms to choose a suitable target 
market. (Czinkota and Ronkainen, 2001) 
 
There are a great number of transition economies in the world that are interesting from a 
future trade perspective, and a few examples are Russia, the Baltic States, Poland and China. 
Russia is one of the transition economies of the former Soviet Union that in particular 
presents an interesting market for Swedish firms, due to its closeness, size, natural resources, 
and expected economic growth. Additionally, the Russian economy is becoming more stable 
both financially and politically. As an example, the GDP (Gross Domestic Product)1 increased 
more than in the Western countries between 2000 and 2001. Statistics also show that foreign 
investments in Russia has been growing significantly, and that a great number of leading 
Swedish companies entered (or re-entered) the Russian market during the same period. 
However, it is important to consider the main barriers for doing business in Russia, which are 
for instance unclear tax legislation, complex customs procedures and corruption. (Sveriges 
Exportråd, 2003) Therefore, in order to take advantage of the market opportunities in Russia, 

                                                
1 The total of all economic activities in a country, regardless of who owns the productive assets (Daniels, 
Radebaugh, 2001). 
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Swedish firms have to be well prepared for the differing market characteristics, by having a 
clear strategy, which includes choosing the appropriate mode of entry (Bradley, 1995).  
Foreign market entry can occur through exporting, contractual and investment entry modes 
(Root, 1994). The choice of entry mode depends on the risk the company is prepared to take 
and the desired degree of control (Farhang 1990). Internationalisation of a firm can be defined 
as: 

 
“… the successive development in a firm’s international engagement in 
terms of the geographical spreading in markets, products, and operation 
forms, and the changes in management philosophy and organizational 
behavior from the beginning of the process to the current situation” 
(Albaum and Strandskov, page 1, 1994) 

 
Most companies perform their initial internationalisation through exporting. Exporting is the 
simplest way of going international, since the level of commitment and risk is minimised 
when the level of investments are low. (Bradley, 1995) Exports can further be divided into 
direct and indirect export, of which indirect export can be performed through selling to 
intermediaries such as export agents, whereas direct export is when companies are selling 
directly to the foreign buyers (Brassington and Pettitt, 2000). 
 
Contractual entry modes, on the other hand, are long term relationships between companies in 
different countries that involve transfer of technology or human skills, and include licensing, 
franchising, technical agreements, and different types of contracts. Contractual entry modes 
can be separated from the export modes since the previous are transfers of knowledge and 
skills and the latter involve transfers of products. However, contractual entry modes can later 
lead to export opportunities. (Root, 1994) Licensing is avoiding the risk of product and/or 
market development by using already established firms in the process. The licensee is, via the 
licenser, allowed to manufacture the product, use patents, and particular processes and/or use 
existing trademarks in a specific market in exchange for a fee or royalty. (Brassington and 
Pettitt, 2000) Franchising is when an individual or an organisation in a country is granted the 
right to use the company name, trademark and technology. However, the franchisor also 
assists the franchisee in organisation, marketing, and general management under an 
arrangement that is intended to be permanent. (Root, 1994) Contracting is, for example, when 
a company hires another foreign company to perform their production, or when it, for a fee, 
transfers its management talent abroad to assist a specific company during a period 
(Brassington and Pettitt, 2000). 
 
Finally, the investment entry modes include international company ownership of 
manufacturing plants or other production units in the foreign country in the form of new 
establishments, acquisitions, or joint ventures. New establishments are when a company starts 
up operations in a new country. An acquisition, on the other hand, is to acquire a foreign 
company in order to, for example, get access to distribution channels and specific assets, to 
create product/geographical/financial (portfolio) diversification and the sourcing of raw 
materials for sale outside the host country. (Root, 1994) Lastly, a joint venture is when two 
companies share the ownership or a firm in order to complement assets and/or skills 
(Brassington and Pettitt, 2000). The joint venture occurs either when a foreign and a domestic 
firm together start up a completely new company within the new market, or through an 
acquisition or a partial ownership of an existing local company by the foreign firm. 
Internationally, this implies that one of the companies is in the intended target market. (Root, 
1994)  
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1.2 Problem Discussion 

The most common way to enter foreign former planned economies, such as Russia, is through 
the joint venture entry discussed in the background (Root, 1994). In some countries, the joint 
venture may actually be the only way to enter the country if the government is hostile to 
foreign companies having complete ownership of any phase of the production (Brassington 
and Pettitt, 2000). However, many countries recognise the benefits of foreign direct 
investment and joint ventures in terms of technological advancement and future international 
competitiveness, and are therefore permitting the foreign firm to take more control over the 
local companies (Czinkota and Ronkainen, 2001). Further, joint ventures normally facilitate a 
rapid market entry and a fast return of the initial investment (Bradley, 1995). A joint venture 
also allows a company with limited human and financial resources to enter a new market, 
instead of creating expensive foreign subsidiaries. This, together with the fact that the 
managers in the local establishment have the knowledge of the host country environments 
facing the company, minimises the risk. Also, the risk is reduced since the local government 
is less likely to impose adverse action towards the company. (Albaum and Strandskov, 1994) 
 
There are a number of problems associated with entering new markets through joint ventures. 
To begin with, the international company will have less control of the operations and its 
choice of strategy. (Root, 1994) In some countries, the government may also be inexperienced 
in foreign direct investments and therefore the joint venture might be subject to severe 
legislation, and this often differ depending on the type of the international firm and its 
products. This situation creates uncertainty, which further enlarges the risk for the participants 
in the joint venture. (Czinkota and Ronkainen, 2001) Joint ventures can also be considered 
unstable for other reasons. Firstly, the joint venture creates a possible future competitor, 
however, this is not very likely in the changing environment of today. Secondly, the cost for 
maintaining the control over the joint venture is high for the international firm. Additionally, 
the two participating firms can suffer from loss of flexibility and confidentiality, due to an 
unwillingness to share, for example, technology (Albaum and Strandskov, 1994) and sensitive 
information, and through disagreements over how profits should be shared. This often relates 
to a lack of communication between the two parties, both before and after the joint venture is 
formed. (Czinkota and Ronkainen, 2001)  
 
In order to avoid this, the parties have to plan the collaboration carefully and be clear in 
stating their mutual and individual objectives (Brassington and Pettitt, 2000). The question of 
loyalty is the greatest human resource challenge for joint ventures, and Czinkota and 
Ronkainen (2001) argue that “a partnership works on the basis of trust and commitment, or 
not at all” (page 501). 
 
As previously mentioned, there are several other entry mode strategies to choose among apart 
from joint ventures, when a company wants to enter a new market. The strategy decision 
heavily influences the firm’s internationalisation process. When companies are planning their 
internationalisation, they go through a number of phases that eventually leads to an 
establishment in the foreign country. It is therefore useful to study a model that describes this 
process (see figure 1.1). (Bradley, 1995) 
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Figure 1.1:  Five-Stage Process Model of Internationalisation 

 Source: Adapted from Bradley (1995) 
 
The internationalisation process’ first stage includes the motives behind the actual decision to 
go international. In stage two, the marketing environments have to be scanned, examined and 
evaluated, with the intention of finding a market that is suitable for the company’s operations. 
Thereafter, in stage three, the company has to select an appropriate mode of entry. When the 
mode of entry has been decided upon, the firm has to design an international marketing 
programme (IMP) in stage four, in which consideration has to be taken whether the company 
is a consumer products firm, an industrial firm, or a service firm. (Bradley, 1995) The IMP 
also includes decisions concerning how to use the four P’s, namely product, price, place 
(distribution) and promotion (Grahn and Khoshnam, 1999). The fifth and final stage involves 
implementing the IMP in the country selected (Bradley, 1995). This model of 
internationalisation can be utilised when describing how most companies design their market 
entry strategy, and this leads us to the purpose of this study. 

1.3 Purpose of the Study  

The purpose of this thesis is to gain a deeper understanding of the mode of entry strategy(-ies) 
used when Swedish firms enter transition countries. 

1.4 Research Questions 

To reach this purpose we have formulated four research questions: 
 
Research Question 1:  How can the motives of companies to enter transition countries be 

described? 
 
Research Question 2:  How can the entry mode strategies used by companies to enter 

transition countries be described? 
 
Research Question 3:  How can the factors influencing the entry strategy decision of 

companies entering transition countries be described?  
 
Research Question 4:  How can the problems facing companies entering transition 

countries be described? 

Stage 1 
Decision to 

Internationalise 

Stage 2 
Analysis of the 

International Marketing 
Environments 

Stage 3 
Choice of Mode of 

Entry 
 

Stage 4 
Creating the 

International Marketing 
Programme 

Stage 5 
Implementing the 

International Marketing 
Programme 
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1.5 Demarcations of the Study 

This thesis is limited to: 
 

 Stage one, two, and three in the internationalisation process model. We will not use 
stage four and five since it is beyond the scope of this study with the limited time and 
resources that we have allocated for this project. The reason behind our decision to use 
stage one, two, and three, is the fact that they present interesting areas of research, in 
which plenty of previous research has been conducted. 

 
 Swedish companies entering the Russian market. Russia is our choice since it is one of 

the largest transition economies in the world and is situated rather nearby Sweden. 

1.6 Structure of the Study 

The subsequent parts of the thesis will be structured as follows: 
 

 Chapter two presents an overview over the literature and the relevant theories 
concerning our field of study, based on our research questions. It also contains a 
conceptual framework that creates a foundation for the interview guide and the rest of 
the thesis. 

 
 Chapter three describes the methodology used when obtaining the data needed for this 

thesis. It begins with the purpose of our research, continues with our research 
approach, our research strategy, data collection method, our sample selection, the 
analysis of our data and finishes with the quality standards we have followed. 

 
 Chapter four presents the empirical data collected for this study.  

 
 Chapter five include a comparison of the collected data in the previous chapter, and 

the conceptual framework in chapter two. 
 

 Chapter six presents our findings from the analysis in chapter five, and the conclusions 
we have drawn based on our research questions. In this chapter we also give 
implications for management, theory, and future research within this area. 
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2. Theoretical Framework 

The previous chapter introduced the reader to the research area and ended up in specific 
research questions related to the purpose of this thesis. In this chapter, theories relevant to 
the stated research questions will be presented. The chapter begins with a short presentation 
of the internationalisation process model. It continues with a description of a company’s 
motives to enter transition countries, which relates to research question one. Regarding 
research question two, the chapter continues with a description of entry mode strategies used 
by companies entering transition countries. Thereafter, theories concerning next research 
question, the factors influencing the entry mode strategy decision of companies entering 
transition markets, will be presented. After that, a description of the problems a company 
might encounter when entering transition countries, which is the fourth research question, 
will follow. Finally, the chapter encloses a conceptualisation of these theories.  
 
International business is at present growing at a faster rate than global production, which 
implies the importance for many companies to expand their businesses internationally 
(Daniels and Radebaugh, 2001). When planning their internationalisation, the firm goes 
through a number of phases that eventually leads to an establishment in the foreign country 
(see figure 1 in problem discussion) (Root, 1994). 
 
As discussed in the problem discussion, the first stage in the internationalisation process 
includes the motives behind the actual decision to go international. In stage two, the 
marketing environments are scanned, examined and evaluated, with the intention of finding a 
market that is suitable for the company’s operations. Continually, in stage three, the company 
selects a suitable mode of entry. After this, in stage four the firm has to design an international 
marketing programme, in which consideration has to be taken to whether the company is a 
consumer products firm, an industrial firm, or a service firm. (Bradley, 1995) The 
international marketing programme also includes decisions concerning how to use the four 
P’s, namely product, price, place/distribution and promotion (Grahn & Khoshnam, 1999). The 
fifth and final stage involves implementing the marketing programme in the selected country 
(Bradley, 1995). Naturally, problems might occur when a company works its way through the 
internationalisation process. These problems are often greatest in the beginning of the process 
and tend to diminish in the later stages. (Ghauri and Holstius, 1996) 

2.1 Motives to Enter Transition Countries 

The motives behind the decision to go international can be divided into reactive and proactive 
motives. Proactive motives represent internal incentives for strategic change, which means 
that firms internationalise because they want to. Reactive motives, on the other hand, 
influence and sometimes force firms to respond to environmental changes by going 
international. (Czinkota and Ronkainen, 2001) 

2.1.1 Proactive Motives to Internationalise 

The most significant of the proactive motives are the potential profit advantages in the 
international market. This means that global markets opportunities are more promising than 
domestic market opportunities. (Czinkota and Ronkainen, 2001; Karagozoglu and Lindell, 
1998) The international marketplace can be seen as an opportunity that a firm cannot 
overlook, if it has unique products or some technological advantage in comparison to the 
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international competitors (Czinkota and Ronkainen, 2001). Also, to internationalise is a good 
way to reduce seasonal fluctuations in income (Koch 2, 2001).  
 
Exclusive information is another proactive motive to enter international markets, and refers to 
knowledge the company has about foreign customers, market places or market situations that 
is not known by other firms. Further, managerial urge might motivate companies to 
internationalise. (Czinkota and Ronkainen, 2001) The less risk-averse the management is, the 
more likely it is to enter markets that show greater long term prospects (Koch, 2001). Firms 
that want to reach economies of scale in order to reduce costs also often start selling their 
products abroad. Finally, a minor motive to internationalise is tax benefits that are given to 
firms if expanding their business abroad through exporting. (Koch2, 2001) 

2.1.2 Reactive Motives to Internationalise 

A major reactive motive to internationalise is pressure from the competition. Firms might fear 
to lose their market share to companies that have benefited from economies of scale reached 
by international market activities. It is also dangerous to only stay domestic since saturation 
of potential markets abroad can occur. (Czinkota and Ronkainen, 2001) Another reactive 
motive to go international is when other domestic companies start internationalising 
(Karagozoglu and Lindell, 1998). This is the case since it is easiest to gain a large market 
share for the company that is the initial entrant on the market. To continue with, if a company 
is suffering from over-production it might have to expand its market, in order to be able to 
sell merchandise that is not desired in the domestic market. A firm with excess capacity can 
also decrease its fixed costs, and take advantage of this capacity through internationalisation. 
(Czinkota and Ronkainen, 2001) 
 
Furthermore, a firm can be forced to internationalise if it suffers from declining domestic 
sales, which includes both a decrease in sales volume, as well as in market share. Saturated 
existing markets might also lead to insufficient domestic market volume to achieve 
competitive research and development of the company’s products and services. The company 
may also need critical resources and knowledge that is not available domestically, so it might 
be forced to seek other markets. (Karagozoglu and Lindell, 1998) Service firms often 
internationalise through a client-following reactive motive. This relates to service firms that 
follow manufacturing clients when these internationalise. (Grönroos, 1999) 
 
To continue with, another reactive motive is when potential customers on foreign markets, via 
electronic devices, such as the Internet and television, pick up offers for the domestic markets 
and require the firm to deliver these internationally as well (Grönroos, 1999). The final 
reactive motive is if the company is situated close to the foreign customers and port. For the 
reason that the exporting company may not perceive the trade as being international when it is 
dealing with a neighbour country. (Czinkota and Ronkainen, 2001) 

2.1.3 Specific Motives to Enter Transition Countries 

As the firm has been motivated enough to make a final decision to internationalise, it needs to 
actively search for a suitable target country (Root, 1994). There are a great number of 
transition markets in the world that are interesting from a future trade perspective (Sveriges 
Exportråd, 2003). In spite of the threat of conflicts and chaos, the notable economic growth 
that is taking place in some of the former socialist countries is a great motive for international 
firms to enter these markets (Ghauri and Holstius, 1996), thanks to the liberalisation of trade 
that started in the late 1980’s (Bond and Tykkyläinen, 1996). In the former Soviet Union, 
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there is also a great demand for consumer goods, and especially for imported goods banned 
under the communist era (Bartley and Minor, 1994). 
 
Russia is one of the transition economies of the former Soviet Union that in particular 
presents an interesting market for Swedish firms, due to its closeness, size, natural and human 
resources, and expected economic growth (Bond and Tykkyläinen, 1996). Additionally, the 
Russian economy is becoming more stable both, financially and politically (Sveriges 
Exportråd, 2003). The former enemy, Russia, is now seeking to become full members of 
various western political, economic and strategic defence alliances (Paliwoda, 1997). 
Continually, the GDP in Russia increased more than in the Western countries during the past 
three years. Statistics also show that foreign investments in Russia has been growing 
significantly, and that a great number of leading Swedish companies entered or re-entered the 
Russian market in 2000 and 2001. (Sveriges Exportråd, 2003) Communication possibilities, 
such as telecommunication, in the major cities in Russia are also being modernised, which 
simplifies the operations for companies operating in the country (Bond and Tykkyläinen, 
1996). Fibre optic lines and earth stations are rather easy to construct, and the new messaging 
services will revolutionise the communication between East and West. New legislation further 
simplifies, and decreases risk for, foreign operations in the country, since Russia’s political 
leaders want to attract more western investments. (Paliwoda, 1997; Raiszadeh and Helms, 
1995) In addition, the general attitude in Russia is positive towards cooperation with foreign 
firms and people are mostly helpful (Bond and Tykkyläinen, 1996). It is also positive that 
workers are flexible and willing to take temporary work, travel and relocate (Raiszadeh and 
Helms, 1995). 

2.2 Entry Mode Strategies Used to Enter Transition Countries 

Once a company has decided upon a suitable target country for its operations, it needs to 
choose an appropriate market entry strategy (Root, 1994). The foreign market entry strategies 
for both manufacturing and service companies can be divided into exporting, contractual and 
investment entry modes (ibid.; Bradley, 1995). Grönroos (1999), however, mentions a fourth 
mode of entry for services; the electronic mode.  

2.2.1 Exporting Entry Modes  

To begin with, most manufacturing companies perform their initial internationalisation 
through exporting modes (Bradley, 1995). Exporting is a low resource commitment entry 
mode and when the firm later on has gained knowledge and experience it may shift to a high 
resource commitment entry mode, such as foreign investment (Kwon and Konopa, 1992). 
Exports for manufactured goods can further be divided into direct and indirect export, of 
which indirect export can be performed through selling to intermediaries such as export 
agents, whereas direct export is when companies are selling directly to the foreign buyers 
(Brassington and Pettitt, 2000). 
 
Export strategies for service firms contain direct export and systems export. Direct export of 
services often take place in industrial markets when consultants and firms repairing and 
maintaining valuable equipment are based on the domestic market, but on demand move their 
resources and system required to produce the service to the client abroad. In this situation, 
gradual learning cannot be applied, as the service has to be immediately produced. This 
creates a considerable risk of making mistakes. Systems export, on the other hand, is a shared 
export effort by two or more firms that have solutions that complement each other. As an 
example, when a manufacturer delivers its goods to international buyers, a need for 
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engineering services, distribution, cleaning and other services is often present. This provides 
service firms with an opportunity to expand their business abroad. Systems export is the 
traditional mode of entry for service firms. An example of this is advertising agencies and 
banks that have extended their accessibility abroad because of their clients’ activities on the 
international markets. (Grönroos, 1999) 

2.2.2 Contractual Entry Modes 

Contractual entry modes, on the other hand, are long term relationships between companies in 
different countries that involve transfer or technology or human skills, and include licensing, 
franchising, and other types of contracts. Contractual entry modes are used when the firm 
wants to avoid starting up completely new operations in the new market. For this reason, this 
is the least risky of the entry strategies for service firms. (Grönroos, 1999) Furthermore, 
contractual entry modes can be separated from the exporting modes since the previous are 
transfers of knowledge and skills and the latter involve transfers of products. However, 
contractual entry modes can later lead to export opportunities. (Root, 1994)  
 
Licensing is avoiding the risk of product and/or market development by using already 
established firms in the process. The licensee is, via the licenser, allowed to manufacture the 
product, use patents, and particular processes and/or use existing trademarks in a specific 
market in exchange for a fee or royalty. (Brassington and Pettitt, 2000) The main advantage of 
licensing is the circumvention of import barriers. In addition, licensing helps the firm to 
overcome the problem of high transportation costs that might occur in exporting. Licensing 
also implies lower political risk than the investment entry modes. The largest disadvantage of 
licensing is the licensor’s lack of control over the marketing plan and programme in the target 
country. Another disadvantage is the limited amount of income since the licensing contract 
usually lasts for only five to ten years. The risk of creating a new competitor is also high, 
since the licensee can use the licensor’s technology after the contract is finished. (Root, 1994) 
 
Franchising is when an individual or an organisation in a country is granted the right to use 
the company name, trademark and technology. However, the franchisor also assists the 
franchisee in organisation, marketing, and general management under an arrangement that is 
intended to be permanent. The advantages of franchising are rapid expansion to new markets 
with low investment, standardised method of marketing with a distinctive image, highly 
motivated franchisees, and low political risk. The disadvantages of franchising are mainly the 
same as for licensing. Further, licensing and franchising are suitable modes of entry when the 
company sells a service that cannot be exported. (Root, 1994) 
 
Other types of contracts are, for example, when a company hires another foreign company to 
perform their production, or when it, for a fee, transfers its management talent abroad to assist 
a specific company during a period (Brassington and Pettitt, 2000). The advantages and 
disadvantages resemble as those in licensing and franchising (Root, 1994). Generally, 
contractual entry modes are not likely to make a serious impact on the host economy beyond a 
possible expansion of indigenous undertakings, which already exist (Williams, 1997).  

2.2.3 Investment Entry Modes 

Finally, the investment entry modes include international company ownership of 
manufacturing plants or other production units in the foreign country in the form of new 
establishments (which, according to Williams (1997), are also called greenfield sites), 
acquisitions, joint ventures, (Root, 1994) or mergers (Floyd, 2002). These modes have a 
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considerable capability of impacting on the host economy (Williams, 1997). Williams (1997) 
also claims that arguments that are mounted in favour of foreign direct investments revolve 
around the notion that it will improve competitiveness, and through this increase employment 
and the welfare of the host nation. Through foreign investments, the foreign company can 
gain relatively more control of the market than through exporting, and it implies an 
expectation of a relatively higher rate of return (Kwon and Konopa, 1992).  
 
New establishments are when companies start up completely new operations in a new country 
(Root, 1994). It is preferred when the company has a technology incompatible with already 
existing firms on the foreign market or if the acquisition price of another company is too high 
(Grahn and Khoshnam, 1999). The largest problems with new establishments are the start-up 
costs and the associated risks (Andersson and Arvidsson, 1992).  
 
An acquisition, on the other hand, is to acquire a foreign company in order to, for example, 
get access to distribution channels and specific assets, to create product/geographical/financial 
(portfolio) diversification and the sourcing of raw materials for sale outside the host country. 
The advantages of acquisitions differ depending on how successful the selection of the 
acquired company is, and a poor selection can turn any advantage into a disadvantage. (Root, 
1994) 
 
The first possible advantage with acquisitions is a faster start in exploiting the target market 
than if the investor would start up as a new establishment. The second is that acquisitions 
prove a shorter payback period by creating immediate income for the investor. Continually, 
other possible advantages are that the acquisition might provide a resource (usually 
managerial, or of a technical nature) that is scarce in the target country and not available on 
the open market, and that the firm might take over new product lines. (Root, 1994) 
 
Drawbacks with acquisitions are, except for the previously mentioned advantages that can 
turn into disadvantages, firstly the difficulty of locating and evaluating acquisition candidates. 
Further, it might be expensive to bring up the standard of acquired plants and other facilities. 
Finally, in some countries, acquisitions of local companies are seen in a less favourable light 
than other forms of investment. (Root, 1994) In order to avoid these potential problems it is 
highly important to keep the key people in the acquired firm (Grönroos, 1999). 
 
Lastly, a joint venture is when two companies share the ownership of a firm in order to 
complement assets and/or skills (Brassington and Pettitt, 2000). A joint venture occurs either 
when a foreign and a domestic firm together start up a completely new company within the 
new market, or through an acquisition or a partial ownership of an existing local company by 
the foreign firm. (Root, 1994)  
 
Investment through joint venture brings advantages such as risk diversification, capital 
requirements reductions and lower start-up-costs (Williams, 1997). It will also create growth 
opportunities for the local firm simultaneously as the international firm will gain much local 
know-how (Grönroos, 1999). Joint ventures normally facilitate a rapid market entry and fast 
return of the initial investment (Bradley, 1995). A joint venture also allows a company with 
limited human and financial resources to enter a new market, instead of creating expensive 
foreign subsidiaries. This, together with the fact that the managers in the local establishment 
have the knowledge of the host country environments facing the company, minimises the risk. 
Additionally, the risk is reduced since the local government is less likely to impose adverse 
action towards the company. (Albaum and Strandskov, 1994) 
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There are a number of problems associated with entering new markets through joint ventures. 
To begin with, the international company will have less control of the operations and its 
choice of strategy. (Root, 1994) Additionally, in some countries, the government might be 
inexperienced in foreign direct investments and therefore subject the joint venture to severe 
legislation. These often differ depending on the type of international firm and the type of 
products. Still, this situation creates uncertainty, which further enlarges the risk for the 
participants in the joint venture. (Czinkota and Ronkainen, 2001) It is further a minor risk that 
the joint venture creates a possible future competitor. Also, the cost for maintaining the 
control over the joint venture is high for the international firm. Additionally, the two 
participating firms can suffer from loss of flexibility and confidentiality, due to an 
unwillingness to share, for example, technology (Albaum and Strandskov, 1994) and sensitive 
information, and through disagreements over how profits should be shared. This often relates 
to a lack of communication between the two parties, both before, during, and after the joint 
venture is formed. (Czinkota and Ronkainen, 2001) In order to avoid this, the parties have to 
plan the collaboration carefully and be clear in stating their mutual and individual objectives 
(Brassington and Pettitt, 2000). The question of loyalty is the greatest human resource 
challenge for joint ventures, and Czinkota and Ronkainen (2001) argue that “a partnership 
works on the basis of trust and commitment, or not at all” (page 501). 
 
A merger is when combining two or more entities into one, without the creation of a new 
entity (Investing Glossary, 2003). Merger activity is likely to lead to economies of scale and a 
rapid expansion of market share. Further, it allows for decisions to be made without having to 
wait for consensus by another part. In addition, mergers can be used as means to spread risks 
to various activities, and as ways to achieve managerial prestige, access to brands contracts 
and networks. Finally, mergers decrease competition in the market place and are therefore 
best suited in industries where competition is intense. (Floyd, 2002)  

2.2.4 Electronic Entry Mode 

Finally, the electronic entry mode means that a service firm extends its accessibility through 
the use of advanced electronic technology. The Internet presents ways to communicate 
offerings and to put them up for sale, and the ability to collect data on buying habits and 
patterns of its customer, and the possibility to use network partners to arrange delivery and 
payment. However, the company still has to rely on, for example, postal and other delivery 
services for the strategy to work. This strategy might in some instances also work for 
manufactured goods as well. (Grönroos, 1999) 

2.3 Factors Influencing the Entry Strategy Decision When Entering Transition 
Countries 

The selection between the entry modes described in the previous section depends on the risk 
the company is prepared to take and its desired degree of control (Farhang, 1990). According 
to Root (1994), it depends on whether the managers of the international firm follow the naive, 
the pragmatic or the strategy rule when deciding which mode of entry should be used when 
entering foreign markets. Root (1994) further states that the naive rule implies that the firm 
only consider one way to enter foreign markets, no matter of which country the firm is 
entering. To follow the pragmatic rule means that the company does not set aside time to 
investigate other modes when a mode of entry that is working has been found. Finally, 
companies following the strategic rule systematically compare other modes of entry in order 
to eventually find the most suitable one. (ibid.) 
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Albaum and Strandskov (1994), on the other hand, argue that the decision can be based on 
either, or both, of two broad approaches, which are experience or analysis. That is, the 
company can decide what mode of entry is desirable for its products from its own experience, 
or from other firms’ experiences. In contrast, the choice can also be made after making an 
analysis of the marketing task, needs, and buying habits of potential customers, and the 
competence of marketing organisations to perform various activities. (ibid.)  
 
No matter which of these theories is used, the final result is based on needs and capabilities, 
which implies that the decision of entry mode revolves around both external and internal 
factors (Albaum and Strandskov, 1994). This is illustrated in figure 2.1. Koch (2001) further 
argues that there is a third mixed category of factors, in which internal and external factors are 
blended. These are factors that derive from both environmental and company specific factors, 
and some examples are competencies and capabilities, and skills required/available for each 
firm. (ibid.) 
 
 

 

Figure 2.1:  Factors in the Entry Mode Decision 

Source: Adapted from Root, page 9, (1994) 

2.3.1 External Factors 

The external factors that affect the entry mode decision include market, production and 
environmental factors in both the target and home countries. As these are external to the 
company, they can seldom be affected by management decisions. The external factors can 
further be divided into target country market factors, target country production factors, target 
country environmental factors and home country factors. (Root, 1994) 
 
Target Country Market Factors 
 
Target country market factors are the size of the market, the competitive structure and the 
marketing infrastructure of the target country. In small markets it is favourable to use entry 
modes that require low breakeven sales volumes (indirect and agent/distributor exporting, 
licensing, and some contractual arrangements). On the other hand, entry modes that require 
high breakeven sales volumes (branch/subsidiary exporting and equity investment in local 
production) can be used in markets with high sales potential. (Root, 1994) Large markets 
present a great foreign market opportunity, which can strongly determine the choice of 
foreign market entry mode. Companies usually select a high resource commitment mode of 
entry when the foreign market opportunity is extensive in order to facilitate a higher rate of 
return. (Kwon and Konopa, 1992)  
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The competitive structure of a market can range from atomistic (many non-dominant 
competitors), to oligopoly (a few dominant competitors), and to monopolistic (a single firm). 
The atomistic market is usually more favourable for export entry than the others, since these 
often require entry through equity investment modes. If the competition is estimated to be too 
strong, licensing or other contractual modes of entry might be considered in order to reduce 
risk. Lastly, when the marketing infrastructure is non-existing or of poor quality, an exporting 
company may, for example, decide to use a branch/subsidiary entry mode. (Root, 1994) 
 
Target Country Production Factors 
 
Target country production factors include the quality, quantity and cost of raw materials, 
labour, energy and other productive variables. It also includes the quality and cost of the 
economic infrastructure. Low production costs in the target country support some form of 
local production. High costs, on the other hand, discourage local manufacturing. (Root, 1994) 
 
Target Country Environmental Factors 
 
To begin with, target country environmental factors that affect the choice of entry mode 
include the political, economic and socio-cultural character of the target country. Of these, 
government policies and regulations concerning international business are the factors of 
greatest importance. They relate to, for example, restrictive import policies such as tariffs, 
quotas and other barriers that discourage export entry and favour other modes of entry that do 
not involve these costs. (Root, 1994) It also includes exit barriers (Koch, 2001), such as high 
switching costs2 and goodwill3-generating expenditures (Gannon, 1993). In addition, political 
risks such as political instability or nationalism affect a company’s mode of entry decision. It 
is not likely to enter a country through a high resource commitment mode of entry if the 
political risk is high. (Kwon and Konopa, 1992) 
 
To continue with, geographic distance concerns whether the transportation costs of the 
company’s products are high due to vast distances. If this is the case, non-export entry modes 
will be in favour, as these do not incur the same costs as exports. (Kwon and Konopa, 1992) 
Further, whether the economy is a centrally planned socialist economy or a market economy 
also plays a significant role in the choice of market entry strategy. The reason for this is 
because equity investment entry modes most of the times only are possible in the latter. (Root, 
1994) Other attributes influencing the choice of strategy are the country’s economic 
development and performance (GDP and GDP/capita) (Kwon and Konopa, 1992). These two 
are closely intertwined with the market size the company has for its product in the target 
country (Root, 1994). 
 
Another target country environmental factor is the dynamics of the target country’s economy. 
This includes, among other, the rate of investment in the country, the growth rate of the gross 
national product and personal income, and, finally, changes in employment. (Root, 1994) If a 
market seems to be growing slowly but steadily, establishing own manufacturing/marketing 
subsidiaries might be the best choice for the foreign firm. On the other hand, if the growth is 
rapid and does not seem to be sustainable over time, indirect and direct exporting modes 
might be favourable to use. (Koch, 2001) A firm entering a new country also need to consider 
the country’s external economic relations, which among other include the trade of balance, 

                                                
2 “The forgone value of investments, the economic penalties, and the other expenses associated with finding, 
evaluating, and replacing a current supplier with a new one” (Dwyer and Tanner, page 504, 2002) 
3 “An intangible asset which provides a competitive advantage, such as a strong brand, reputation, or high 
employee morale”(Investing Glossary, 2003-04-03) 
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the balance of payment, the debt service burden and exchange rate behaviour. Often, a 
weakening balance of trade leads to import and/or payment restrictions, which will discourage 
export entry modes.  (Root, 1994) 
 
Finally, the cultural distance between the home country and the target country societies 
affects a company’s choice of entry mode. Significant cultural differences might create a fear 
for foreign firms to be able to handle operations in the foreign country and high costs of 
information acquisition. (Root, 1994) This implies that a substantial cultural distance favours 
export entry modes as these limits the company’s commitment in the target country (Kwon 
and Konopa, 1992). 
 
Home Country Factors  
 
Home country factors that affect a company’s choice of foreign market entry mode are 
influenced by market, production, and environmental factors in the home country. Firstly, a 
large domestic market allows a company to grow before it ventures into new foreign markets. 
Further, large companies are more inclined to use investment entry modes when entering new 
markets than small companies. Moreover, firms in oligopoly industries tend to imitate other 
domestic firms within the same industry. In other words, when one firm invests abroad, other 
rival firms will follow. Continually, high production costs in the home country in comparison 
to the foreign target country encourage entry modes involving local production, such as 
licensing, contracting manufacturing, and investment. Finally, governments often favour 
exporting and therefore offer tax reductions or similar to exporting companies, and at the 
same time act restrictive on foreign investment. This creates a situation in which there is a 
bias that supports exporting, licensing and other contractual modes of foreign market entry. 
(Root, 1994) 

2.3.2 Internal Factors 

The way a firm respond to the external factors discussed above depends on a number of 
internal factors. These can be divided into product factors and resource/commitment factors. 
(Root, 1994) 
 
Product Factors  
 
For the reason that highly differentiated products allow for high pricing and therefore can 
absorb high transport costs and import duties, they favour exporting entry strategies. Further, 
a product that require pre- and post purchase services is more difficult to market at a distance, 
and is therefore more suitable to use together with a branch/subsidiary exporting and local 
production mode of entry. Technologically intensive products give companies an option to 
license technology in the foreign target country rather than to use alternative entry modes. 
Continually, products that require considerable adaptation before marketing abroad are most 
appropriate together with an entry mode that brings the company close to the foreign market, 
such as branch/subsidiary exporting and a local production mode of entry. Finally, services, 
such as engineering, advertising, and telecommunication, require that the company finds a 
way to produce the service in the foreign target country, as these cannot be traditionally 
exported physically. (Root 1994)  
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Resource/Commitment Factors 
 
A company with limited resources in management, technology, production skills and 
marketing skills, is constrained to use entry modes that require only a minor amount of 
resource commitment. Once again, this implies that the company size has a large impact on 
the choice of entry mode. As an example, establishing fully owned subsidiary often involves 
very substantial investment and corresponding high risk levels. Also, the entry specific mode 
depends on industry specific resources and their relevant preferences depend on industry 
specific resource demands for individual market entry modes. (Koch, 2001)  
 
As stated above, resources are an influencing factor in the choice of entry mode. However, it 
cannot alone explain the final decision. (Root, 1994) Root (1994) further states that “resources 
must be joined with a willingness to commit them to foreign market development” (page 14). 
A high degree of company commitment indicates that the entry mode will be chosen from a 
wider range of alternatives than it will in companies with low commitment. (ibid.) 

2.3.3 Factors Specifically Influencing the Entry Strategy Decision in Transition 
Countries 

To decide upon an appropriate mode of entry is never a simple undertaking. It is an even 
harder decision when dealing with transition countries, as these differ widely in their 
characteristics in comparison to countries in the West. (Ghauri and Holstius, 1996) 
 
Since the access to quality material may be limited in transition economies, the foreign 
company might have to cooperate with local suppliers or have to provide funds for capital 
investment and/or personnel training to the suppliers. (Raiszaseh, 1995) Paliwoda (1997) 
support this point by arguing that a joint venture was the only serious investment option in 
transition countries available to foreign companies until very recent times. This is additionally 
supported through the fact that the most common way to enter foreign former planned 
economies, such as Russia and China, has been through joint ventures (Floyd, 2002; Root, 
1994). In some transition countries, the joint venture may actually be the only way to enter the 
country if the local governmental attitudes include hostility towards foreign companies 
having complete ownership of any phase of the production (Brassington and Pettitt, 2000). 
However, many countries recognise the benefits of foreign direct investment and joint 
ventures in terms of technological advancement and future international competitiveness, and 
are therefore at present permitting foreign firms to take more control over the local 
companies, that is, to perform acquisitions of local companies (Czinkota and Ronkainen, 
2001). However, Paliwoda (1997) argues that companies cannot see joint ventures and 
acquisitions in transition economies as entirely separate entities for three reasons. Firstly, any 
joint venture partner can be acquired by a competitor during its privatisation. Secondly, 
acquisitions can be structured as joint ventures. Finally, approvals for joint ventures can differ 
between countries and also with regard to the size of the investment and how strategic this 
firm will be perceived by the local authorities. (ibid.) 
 
Currently, governments in transition economies are also beginning to allow more new foreign 
organisations to start up new operations in the country. This is mostly done through mergers, 
and through greenfield activities. Empirical evidence has shown mergers to be working 
despite problems of heavy bureaucracy and poor infrastructure, which often exist in 
transition countries. Mergers also offer benefits for the transition host country, since it in 
some instances can be seen as a lifeline for firms on the verge of bankruptcy. In addition, 
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mergers also allow for upgrading of local production skills in the host country, and can lead to 
an overall technological advancement. (Floyd, 2002) 
 
Greenfield activities, on the other hand are ways for the international firm to obtain one 
hundred percent control over the operations in the transition country. They allow for 
production of specific products for the local market, rather than improvement of local 
production skills. However, there are a number of obstacles the firm has to overcome in 
greenfield activities, such as bureaucracy and finding proper transportation in countries where 
the infrastructure is poor. Empirical findings also show that greenfield activities are the least 
profitable of all foreign investments. (Floyd, 2002) 
 
In many transition countries, the choice between greenfield sites or acquisition through 
privatisation or liquidation incurs many new aspects to consider for the company. Firstly, the 
firm has to decide upon how much it needs complete ownership and control over the business. 
Also, the level of technology prevailing in the industry and the capital intensity of the industry 
has to be considered. If there is an existing enterprise the foreign firm wants to take over, it 
needs to be taken into account that it can be cost effective, despite outmoded technology, 
overstaffing, primitive management information systems and lack of financial reporting. Also, 
it must be understood that acquisitions demand a greater commitment to the market. In 
addition, issues concerning legal framework such as land ownership, possible restitution of 
claims, and the right of foreigners to own land must be investigated thoroughly before making 
the final entry mode choice. (Paliwoda, 1997)  
 
To conclude with, no matter how the firm responds to the internal and external factors that 
affect the entry mode decision, it neither in Western countries nor in transition markets exist 
an optimal entry mode that maximises long term value. A company simply have to reconcile 
with an option that seems like the best at the moment. (Gannon, 1993) 

2.4 Problems Facing Companies Entering Transition Countries 

As previously mentioned, the internationalisation process will not always run without any 
complications. Companies might lack international experience and competence to exploit the 
international business opportunities, which often creates problems. (Karagozoglu and Lindell, 
2001) Most importantly, however, when a company is entering international markets there are 
dissimilarities in the economic, political, legal and cultural environments that pose incentives 
for, as well as obstacles to, successful expansion (Ghauri and Holstius, 1996). These 
dissimilarities are especially large in transition economies, where it, in addition, might be 
difficult to gather reliable information about the global markets, technologies, and competitors 
(Karagozoglu and Lindell, 2001). This section will focus on the problems that might face 
companies when entering transition markets. 
 
First of all, in several transition economies there are problems with economic, political and 
legal factors such as high interest rates, the rate of exchange, high inflation, an unstable 
government, and poor banking and court systems (Bartley and Minor, 1994). There might be 
contradictory laws, and several laws are not functioning at all in practice (Bond and 
Tykkyläinen, 1996). In Russia, as an example, the Mafia serves as law where in fact there is 
none. The Mafia requires money in order to let companies continue their operations. 
(Raiszadeh and Helms, 1995) Other types of corruption are also common in Russia (Sveriges 
Exportråd, 2003). Further, duties and fees within the country may vary or be introduced 
suddenly. Heavy bureaucracy is also often a problem for the international company. In 
addition, it is in many cases complicated for a foreign firm to know the value of pieces of land 
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and real estates in a transition economy, and there can even be questions concerning who 
actually owns an asset. (Raiszadeh and Helms, 1995) 
 
To continue with, there are plenty of bottlenecks in production and distribution, and even the 
most basic of needs are not satisfied within the different industries. The service sector is 
generally underdeveloped and the lack of service culture is substantial and creates confusion 
among western clients. Moreover, if a foreign company deal with the local government, it 
might have to accept barter trade, as the local government often lack insufficient funds. 
(Bond and Tykkyläinen, 1996) Also, many local firms have non-westernised business 
practices including non-existent inventory and no accounts receivable records, and calculate 
their revenues based on production rather than sales (Raiszadeh and Helms, 1995). To make 
up the losses, factories have been used to getting a governmental aid in order to continue their 
operations and maintain full employment (Bartley and Minor, 1994). 
 
Raiszadeh and Helms, (1995) claim that, in general, there are problems with the quality of job 
applicants. Furthermore, it is argued that most personnel are ignorant of the basic economic 
principles and western business practices. In many countries, the problem also lies in the fact 
that even though there is a desire to learn new ways to conduct business, there are not enough 
schools and instructors available. (ibid.) Bartley and Minor (1994) further claim that in some 
transition economies, “no profits can be generated without a change in the way local 
management behaved under the statist production system. This shift in attitude and behaviour 
must be made in order for a new enterprise to succeed” (page 30). 
 
As the quote above implies, some transition economies such as Russia, have an evident 
socialist legacy from their past. In the state controlled industries, alcoholism and absenteeism 
has been high, which have influenced the work habits of today. Also, it can be difficult to find 
dependable help, as workers tend to easily lose their enthusiasm for work once they have 
earned sufficient money to live decently for a while. In many local firms, it is further claimed 
that the personnel are also selling the equipment and raw materials through the back door of 
the factory for personal gain. (Raiszadeh and Helms, 1995) Moreover, it has been argued that 
workers are generally passive (ibid.) and Tidmarsh in Raiszadeh and Helms (1995), argues 
that the workers exhibit a “pervasive, cowed apathy and scheming work ethic, with the 
liveliest initiatives directed at seeking maximum personal gain with a minimum expenditure 
of effort” (page 14). Workers have no sense of responsibility to fulfil their work and because 
of this approach to work; inferior products are continually produced (Bartley and Minor, 
1994). Raiszadeh and Helms (1995) also state that handling workers with this attitude can be 
very difficult. It is further claimed that it often helps to keep a clear line of authority (ibid.). 
 
To continue with, the well-developed and functioning infrastructure that exists in all Western 
countries is often taken for granted by companies venturing into transition economies. 
However, in these countries, the distribution infrastructure is practically non-existent, and the 
foreign firms will have to set up their own distribution system, supply centres and 
warehouses. This might force the companies to settle in large cities. Another great problem is 
goods that are stolen while transported. In addition, in many transition economies public 
transportation is not functioning properly and military and police have the authority to stop 
vehicles and require transportation. Domestic airlines are usually unavailable, and can be 
postponed for days at smaller airports. Further, the security standards are low. (Raiszadeh and 
Helms, 1995)  In addition, infrastructure poses a major obstacle, since it often is under 
dimensioned and deteriorated because of insufficient funds for maintenance. The distribution 
of energy might also be a problem, due to lack of fuel and technology failures, and it needs 
investment and modernisation. (Bond and Tykkyläinen, 1996) 
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It does not matter, however, if the infrastructure is working, if there are no products or 
resources such as raw material to be transported. It can often be complicated to obtain raw 
material needed to, for example, the restaurant industry, and in some instances, the restaurant 
has had to overcome the lack of supplies through setting up its own greenhouses and factories, 
in order to grow and process the ingredients needed. However, this can be too resource 
demanding for smaller foreign firms. (Raiszadeh and Helms, 1995)  
 
Communications in many transition economies are not as well functioning as they are in the 
Western part of the world, and this can be time consuming and complicated for firms that 
need to communicate via the telephone. Foreign firms often place their offices in the major 
cities, where the communication works better. For this reason, the market for many western 
goods is also much closer to saturation there than in the countryside, or in the smaller towns. 
However, the lack of consumer goods in transition markets is still immense. (Raiszadeh and 
Helms, 1995)  
 
Despite this, the customers are very sensitive to quality and highly demand novelties 
(Raiszadeh and Helms, 1995), even though they have a low purchasing power (Paliwoda, 
1997). When a new product enters the market, it sells quickly at high prices until the supply 
increases and the price decreases. (Raiszadeh and Helms, 1995) In fact, demand can be so 
high that the company has to stop advertising (Bartley and Minor, 1994). This implies that 
firms have to focus on continuous product development, which can be highly expensive 
(Raiszadeh and Helms, 1995).  
 
Furthermore, many transition economy countries have never placed any emphasis on 
environmental issues or the health of their inhabitants. It can be complicated to apply western 
environmental standards in locations where there are no such formal requirements, and this 
presents foreign investors with an ethical and economic dilemma. Living conditions are 
further a major concern of people being transferred to foreign locations. These can be 
problematic for firms, as the living conditions in transition economies cannot be compared to 
western standards. Naturally, local cultural norms and values are also something that can 
cause problems for foreign companies if they do not realise and accept the differences. 
(Raiszadeh and Helms, 1995) 
 
To conclude with, although the obstacles to enter transition markets might seem like many 
and severe, these markets will continue to change and become more westernised. Eventually 
this will make it easier for international firms that want to conduct business in these markets. 
(Raiszadeh and Helms, 1995) 

2.5 Conceptual Framework 

The meaning of conceptualisation is to explain, either through graphics or text, the main 
things that will be studied (Miles and Huberman, 1994). Because of the extensiveness of the 
literature review, parts of it have been chosen and conceptualised. We begin by 
conceptualising the motives to enter transition countries, and continue conceptualising the 
modes of entry strategy for entering transition countries. Thereafter, the factors influencing 
the mode of entry strategy decision, and the problems facing companies when entering 
transition countries will be conceptualised.  
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2.5.1 Motives to Enter Transition Countries 

We have conceptualised the contributions from different authors in the literature review into a 
table. These authors have been chosen because their theories are specifically focusing on 
transition markets and, therefore, these theories are relevant in this study. 

Table 2.1: Motives to Enter Transition Countries 

 Economic Growth (present and expected) (G&H) 

 Demand (B&M) 

 Closeness (B&T) 

 Size of the market(B&T) 

 Natural & Human Resources (B&T) 

 Stable Economy (S) 

 Communication Improvements (B&T) 

 Improving Legislation (R&H) 

 General Attitude (B&T) 

 Flexible Workforce (R&H) 

 

(B&M) - Bartley and Minor, 1994, (B&T) - Bond and Tykkyläinen, 1996, (G&H) - Ghauri and Holstius, 1996, 
(R&H) - Raiszadeh and Helms, 1995, (S) - Sveriges Exportråd, 2003. 

2.5.2 Entry Mode Strategies Used to Enter Transition Countries 

We have chosen to use Bradley’s (1995) and Root’s (1994) classification that divides the 
modes of entry into investment entry modes. The reason for this selection is that most authors 
follow Bradley’s and Root’s classifications. Other authors have also supplemented these 
theories as seen in table 2.2. 

Table 2.2: Mode of Entry Strategies 

Investment Entry Modes  New Establishments (R; G; F; P) 

 Acquisitions (R; P) 

 Joint Ventures (R; B&P; W; G; P; F; B; A&S) 

 Mergers (F) 

 

(A&S) - Albaum and Strandskov, 1994, (B) - Bradley, 1995, (B&P) - Brassington and Pettitt, 2000, (F) - Floyd, 
2002, (G) - Grönroos, 1999, (P) - Paliwoda, 1997, (R) - Root, 1994, (W) - Williams, 1997.  

2.5.3 Factors Influencing the Entry Strategy Decision when Entering Transition 
Countries 

We have chosen to use Root’s (1994) bases for foreign market entry mode decision since his 
theories often lay the foundation for other researchers. For the reason that there has been 
fragmented research conducted concerning the factors influencing the choice of entry mode in 
transition markets, we have been forced to combine and categorise the existing fragmented 
theories into an eclectic list. This applies both to table 2.3 and table 2.4. 

Table 2.3: Bases for Foreign Market Entry Mode Decision 

Bases for Foreign Market Entry Mode Decision  Naive Rule (R) 

 Pragmatic Rule (R) 

 Strategic Rule (R) 

 

(R) – Root, 1994. 
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Table 2.4: Factors Influencing the Entry Strategy Decision 

 Access to Quality Material (R&H; P) 

 Local Governmental Attitudes (B&P; C&R; F, R) 

 Bureaucracy (F) 

 Local Infrastructure (F; P) 

 Desired Degree of Control (F; P, Fa) 

 Level of Technology Needed (P) 

 Capital Intensity of the Industry (P)) 

 Commitment to the Market (P) 

 Legal Framework (P) 

 

(B&P) - Brassington and Pettitt, 2000, (C&R) – Czinkota and Ronkainen, 2001, (Fa) – Farhang , 1990, (F) - 
Floyd, 2002, (P) - Paliwoda, 1997, (R&H) - Raiszadeh and Helms, 1995, (R) – Root, 1994. 

2.5.4 Problems Facing Companies Entering Transition Countries 

Because of the fragmented research available concerning the different problems companies 
might face when entering transition markets, we have been forced to combine and categorise 
the existing fragmented theories into an eclectic list. 

Table 2.5: Problems in Transition Countries 

 Economical, Political and Legal Problems 

          (G&H; K&L; B&M; B&T; R&H; S.E) 

 Corruption (S.E) 

 Bureaucracy(R&H) 

 Bottlenecks in Production and Distribution (B&T) 

 Barter Trade (B&T) 

 Non-Westernised Business Practises (R&H; B&M) 

 Quality of Job Applicants (R&H; B&M) 

 Socialist Legacy (R&H; B&M) 

 Infrastructure (R&H; B&T) 

 No Products or Resources (R&H) 

 Communications (R&H; B&M; P) 

 Environmental Issues (R&H) 

 Living Conditions (R&H) 

 Cultural Norms and Values (R&H) 

 

(B&M) - Bartley and Minor, (B&T) - Bond and Tykkyläinen, (G&H) - Ghauri and Holstius, 1996, (K&L) - 
Karagozoglu and Lindell, 2001, 1994, (P) - Paliwoda, 1997, (R&H) - Raiszadeh and Helms, 1995, (S.E) - 
Sveriges Exportråd, 2003, 1996.  

2.5.5 Emerged Frame of Reference 

We have created an emerged frame of reference in order to clarify the conceptual framework, 
and to graphically show the reader how our four research questions fit together. 
 

 

Figure 2.2:  Emerged Frame of Reference 
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3. Methodology

In the previous chapter the theories related to each research question was presented and 
conceptualised. The methodology chapter provides a structure for answering these research 
questions. In this chapter the applied research strategy, the method and the tools used in the 
research, will be presented and illustrated in figure 3.1. Further, the chapter also contains a 
validity and reliability analysis. 
 

 

Figure 3.1:  Structure of the Methodology 
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limit and when there is little or restricted research available on the topic (Wiedersheim-Paul & 
Eriksson, 1997). It is also used when the researcher wants to explore questions and/or 
hypothesis of a subsequent study (Yin 1994). It is especially useful when a clear 
understanding of a problem is desired. Descriptive research includes a complete description of 
a phenomenon within its context. (Saunders and Lewis, 2000) This research is based on 
already existing theories and hypotheses. Finally, explanatory research explains causal 
relationships between cause and effect (Yin 1994). As previously mentioned, the purpose of 
this thesis is to gain a deeper understanding of the mode of entry strategies used when 
Swedish firms enter transition countries. In order to reach this better understanding we are 
describing the company’s motives to internationalise, the foreign market entry mode strategy 
decision, the factors influencing the entry mode strategy decision, and finally the problems 
facing companies when entering transition countries. For this reason, this thesis can be seen as 
mainly descriptive. However, we will also explore our topic area, since we have not been able 
to find studies that focus on the exact same problem as we have chosen to study in this thesis. 
We will also begin to explain when we answer our research questions and draw conclusions at 
the end. Therefore, this study can to some extent also be seen as somewhat exploratory and 
explanatory, as illustrated in figure 3.1. 

3.2 Research Approach 

There are two types of research approaches, qualitative and quantitative (Holme and Solvang, 
1991). The purpose of a qualitative approach is to gain a deeper understanding and 
description of a problem (ibid.), through gathering and analysis of detailed data of ideas, 
feelings and attitudes. It is conducted through deep interviews in one or a limited number of 
companies in order to obtain comprehensive information. (Tull and Hawkins, 1990) For this 
reason, the questions are normally open-ended in qualitative interviews (Holme and Solvang, 
1991). Lastly, the empirical data received is not easy to transform into numbers, and is best 
described in words (Tull and Hawkins, 1990). 
 
On the other hand, the purpose of a quantitative approach is to gather, analyse and measure 
statistical data. A quantitative approach is most suitable to use when an explanation and 
description of a problem is required. Thus a wider sample selection will be used. For this 
reason, the questions asked are normally not of a complex nature and close-ended. It is also 
possible to gather a large sample selection, which makes it possible to generalise the findings. 
Lastly, the findings can be presented in the form of numbers. (Holme and Solvang, 1991)  
 
On the basis of the purpose and the research questions of this thesis, a qualitative approach 
was selected, as illustrated in figure 3.1. The reason behind why it is suitable to utilise this 
method is because we want to describe and gain a deeper understanding of the mode of entry 
strategies used when Swedish firms enter transition countries.   

3.3 Research Strategy 

A study can, according to Yin (1994), take place through five different research strategies, 
namely experiments, surveys, archival analysis, histories, and case studies. The research 
strategy is the plan of how the author should carry out the answering of the research questions 
stated previously (Saunders and Lewis, 2000).  
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Yin (1994) states that the selection of which research strategy should be utilised depends on 
three distinct conditions: 
 

 The type of research question asked. 

 The extent of control the investigator has over actual behavioural events. 
 The degree of focus on contemporary as opposed to historical events.  

 
All these research strategies are outlined in table 3.1. 

Table 3.1: Relevant Situations for Different Research Strategies 

 
RESEARCH STRATEGY 

 
Form of Research 

Question 
Requires Control over 

Behavioural Events 
Focuses on 

Contemporary Events 

Experiment how, why YES YES 

Survey 
who, what, where,  
how many, how much 

NO YES 

Archival Analysis 
who, what, where, how,  
how many, how much 

NO YES/NO 

History how, why NO NO 

Case Study how, why NO YES 

 

Source: Yin, page 7, (1994) 
 
As illustrated above, the research strategy suitable for the investigation depends firstly on the 
form of research questions asked. Secondly, it depends on whether the author has control over 
behavioural events or not, and lastly on whether the study is focusing on contemporary events 
or not. (Yin 1994)  
 
In this study, all the research questions posed in chapter one begin with “how”, which leaves 
the choice of research strategy open. This left us with a choice between surveys and case 
studies. In order to limit the study to a specific research strategy, the researcher has to 
consider if the study requires control over behavioural events and/or focuses on contemporary 
events (Yin, 1994). Case studies are preferred when contemporary events are the subject of 
the investigation, and when the relevant behaviour cannot be manipulated. In addition, case 
studies provide the researcher with a rich understanding and are therefore useful as an all-
encompassing method. (Yin, 1994) In our case, surveys were excluded since they may not be 
as wide ranging as case studies, and therefore they can not be applied when using qualitative 
research (Saunders and Lewis, 2000). Since we were not requiring control over behavioural 
events and were focusing on contemporary events, we decided that case study was the most 
suitable strategy to use in this thesis, which also is illustrated in figure 3.1. 

3.4 Data Collection Method 

Wiedersheim-Paul and Eriksson (1997), states that there are two categories of collecting data, 
primary and secondary. They further mention that primary data is collected for a specific 
purpose by the researcher, while secondary data is data that has already been collected for 
another purpose. Further, when a case study is performed it is possible to gather the data 
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through documentation, archival records, interviews, direct observations, participant 
observation and physical artefacts. (ibid.) Yin (1994) further argues that no single source of 
evidence has a complete advantage over the others. Instead, the sources complement each 
other with its individual strengths and weaknesses. (ibid.) 
 
Documentation can take many forms, such as letters, agendas, written reports, administrative 
documents, formal studies or articles appearing in the mass media. For case studies, 
documentation is best used in order to support and augment evidence from other sources. 
Further, interviews are one of the most important sources of case studies. Interviews can be 
open, structured and made in focus groups. Case study interviews are open with open-ended 
questions, so that the researcher can ask the key respondent for actual facts as well as for the 
respondent’s personal opinions regarding the topic. Structured interviews, or survey 
interviews, are interviews with pre-designed questions. Finally, focus group interviews are 
semi-structured research that allows for informal conversation in a predetermined manner. 
(Yin, 1994) 
 
Yin (1994) states that “a major strength of case study data collection is the opportunity to use 
many different sources of evidence” (page 91). He further mentions that the use of multiple 
sources is called “triangulation”, which allows the researcher to acquire multiple measures of 
the same phenomenon, which adds to the validity of the scientific study (ibid.). In our thesis, 
we have followed Yin’s (1994) recommendations through combining information gathered 
from different sources.  
 
As illustrated in figure 3.1, our primary source of data is an interview with the case-study 
firm. An open telephone interview was conducted, this for the reason that the respondent at 
the company were located far from us, and since we needed deep and complex information. 
We used probing technique during the interview, which means that the interviewer 
continuously checks the correctness and accuracy of the given answers by posing follow-up 
questions to the respondent (Wiedersheim-Paul and Eriksson, 1997). We have used 
documentation as a secondary source of data in order to support the findings of the interview. 

3.5 Sample Selection 

Saunders and Lewis (2000) argue that non probability sampling is best used in for example 
case studies and market surveys, which is when a deeper understanding of a problem is 
required. Since we desire an enhanced understanding of the topic of this thesis, we have 
therefore chosen to conduct non probability sampling.  
 
Non-probability sampling can be conducted through quota, judgment, convenience and 
purposive sampling. A quota sample is when demographic characteristics of interest are 
represented in the sample in the same proportion as they are in the population and they are 
selected purposively. Judgment sampling is when the researcher tries to draw a representative 
sample of the population by using judgmental selection procedures. In convenience sampling 
the only criteria for the sampling units is the convenience of the researcher. A purposive 
sample is purposefully selected to be non-representative, to achieve some specific 
objective(s). (Tull and Hawkins, 1990) In this thesis, sampling has been conducted through 
the purposive sampling method, which has allowed us to use our judgement to choose a case 
firm that best enabled us to answer our research questions, and to meet the objectives of our 
study (Saunders and Lewis, 2000). This implies that we assume that the phenomenon or 
problem exists within the sample of information units (Johansson Lindfors, 1993). The choice 
of sample selection is illustrated in figure 3.1. 
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As stated previously, we began our sample selection by deciding that it would be highly 
interesting to study the internationalisation of Swedish companies in transition economies. 
Russia became the chosen target market for this study, and for this reason, we tried to find 
Swedish firms that had recently entered Russia. We studied articles about Swedish companies 
that entered the transition markets of the former Soviet Union. We discovered that Tele2, 
which is a Swedish multinational telecommunication enterprise, recently entered this market. 
When we asked to speak to a person responsible for the company’s Russian operations, the 
telephonist at Tele2’s head office in Stockholm directed us to Mr. Stefan Öberg, who is the 
commercial director of Tele2’s establishment in Russia. After establishing telephone contact 
with him, we got permission to have Tele2 as our case study firm. 

3.6 Data Analysis  

After deciding on how to gather the data for this thesis, it is important to know how to analyse 
this data (Yin, 1994). Yin (1994) further states that there are two different analytical strategies 
that the researcher can choose between before data can actually be analysed:  
 

 Relying on theoretical propositions is when the results from previous studies 
concerning the research questions are compared to the researcher’s findings from the 
case study. 

 Developing a case description is used when there is little previous research on the 
subject. 

 
For the reason that there is plenty of previous research on foreign market entry strategies, we 
relied on theoretical propositions when developing our analytical strategies. A cross-case 
analysis is done when data from one case is compared to other cases. However, we will 
perform a within-case analysis (illustrated in figure 3.1) since we are only analysing one 
company. This, as previously mentioned, is done through comparing the data collected from 
the case study to relevant theories. (ibid.) Firstly, we conducted data reduction, secondly we 
displayed the data, and finally we drew conclusions and verified the data.  

3.7 Quality Standards 

For the reason that a research design is supposed to represent a logical set of statements, it is 
also feasible to judge the quality of any given design according to certain logical tests. There 
are four tests when judging the quality of the design of a research; construct validity, internal 
validity, external validity, and reliability. (Yin, 1994) 
 
Validity decides whether the investigation measures what it is supposed to measure or not 
(Svenning, 1999). More specifically, construct validity is about establishing the correct 
operational measures for the studied subject. It is particularly complicated to develop in a case 
study, since the researcher usually is subjective when collecting data. (Yin, 1994) We have 
used a tape recorder and took notes during the interview in order to increase the construct 
validity. The notes were taken to support a possible break-down of the tape recorder.  
 
Further, Yin (1994) states that there are three tactics available in order to increase construct 
validity. The first is to use multiple sources of evidence during the data collection. The second 
tactic is to establish a chain of evidence, which should also be done during the data collection. 
Finally, the third tactic is to construct a case study report, which is reviewed by the key-
informants. (Yin, 1994) 
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Firstly, the sources of evidence used in this thesis are documents and interviews. Secondly, to 
establish a chain of evidence is for an external observer to be able to follow the source of any 
evidence throughout the entire thesis, that is to “trace the steps in either direction” (Yin, page 
98, 1994). For this reason, references have been made to all sources that have been used 
throughout this research. Finally, our supervisor and other academic students have also 
reviewed the draft report.  
 
Internal validity has to do with the problem of creating causal relationships between variables 
in an explanatory case study (Yin, 1994). Since this thesis is mainly descriptive, we took little 
consideration to internal validity. External validity is whether the findings can be generalised, 
or not. Single case studies often offer a poor basis for generalising. (ibid.) According to 
Wiedersheim-Paul and Eriksson (2001) high external validity is difficult to obtain since 
people might be lying or answering incorrectly. We have taken this into account firstly by 
ensuring that the respondent is the correct person to interview, and also by offering anonymity 
both to the company and to the respondent. However, it is always difficult to know whether 
this person has been truthful, or not. 
 
Reliability on the other hand, has to do with whether the investigation will get the same results 
if made by another researcher at another point of time, or not (Saunders and Lewis, 2000). 
The goal of reliability is to minimise the errors and biases in a study (Yin, 1994). We have 
increased the reliability in this thesis by sending out a preliminary variant of the interview 
guide to prepare the respondent for the interview. The time set aside for the interview was 
short enough to keep the respondent alert and interested, and at the same time it was long 
enough not to stress the respondent. If time was not sufficient to cover all the questions, we 
had also prepared the respondent that the interview should continue at another time. 
Furthermore, a tape recorder was used during the interview, and the people that were not 
interviewing also took notes. This made it possible to double-check the answers after the 
interview, which reduced the risk of wrongly interpreting the answers. The interview was 
conducted in Swedish. However, the results from it were later translated into English, which 
might give translating errors and threat our reliability. As said before, we used probing 
technique during the entire interview, which further increases the reliability of the thesis. 
After the interview was completed, we contacted the respondent through e-mail at Tele2 in 
order to correct eventual mistakes and misunderstandings. He proofread the data from the 
interview and added and changed some facts. This also gave us an opportunity to include 
questions that we had forgotten to ask during the interview. 
 
 



Data Collection 

 27 

4. Data Collection

In the previous chapter the methodology used when performing the research was presented 
and in this chapter, the empirical data collected from our case study will be presented. To 
begin with, the first section gives an introduction to the company, and thereafter the data 
from the interview will be presented. However, the data was obtained from one single 
interview and can therefore be of a limited nature. The reason for this is the fact that the 
respondent had suffered from death in the family. Further, the respondent could be under 
pressure since he was calling from Russia. This will be done in the same order as our 
research questions, as presented in our conceptual framework. Consequently, the motives for 
entering transition countries are presented, followed by a presentation of the mode of entry 
used, and the factors influencing the entry mode decision. Finally, problems facing the 
company when entering transition countries are presented. 

4.1 Tele2 AB 

To begin with, Tele2 AB (henceforth called Tele2), which was founded in Sweden in 1993, is 
now the leading alternative pan-European telecommunication company. The products that the 
company is known for offering are fixed and mobile telecommunication, computer networks 
and Internet based services to 16.5 million people in twenty-one countries. The company is a 
joint-stock company listed on the Stockholm Stock Market and on the NASDAQ Stock 
Market. Furthermore, Tele2 confirmed its position in the beginning of January 2003, as the 
fastest growing mobile operator in Sweden. The revenues in 2002 were 31 282 million 
Swedish Crowns (SEK), and the company’s average number of employees is 3115. The main 
competitor in each country is mainly represented by the former or present governmental 
monopoly.  
 

 
 

Figure 4.1: Companies Operating under Tele2 

 
Tele2 is mostly known for operating under the under the brands Tele2, Comviq, Tango, and 
O-GSM. However, Tele2 also operates several other companies that handle cable television 
services (Kabelvision), invoice and transaction processing services (Transac), and systems 
integration (Datametrix), as seen in figure 4.1. Other companies are offering co-branded pre-
paid calling cards for fixed telephony (C³) and providing price-guaranteed residential router 
device (Optimal Telecom and IntelliNet), all under Tele2’s brand. However, Tele2 is also 
offering 3C communications, operating public pay telephones and public Internet services, 
and owns the Internet portal Everyday.com along with MTG. In addition, the Tele2 Group 
consists of six markets divided into areas as seen as following.  
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 Nordic (Sweden, Norway, Denmark, and Finland), 
 Eastern Europe and Russia (Estonia, Latvia and Lithuania, Poland, and the Czech Republic)  
 Central Europe (Germany, the Netherlands, Switzerland, Austria and Ireland) 
 Southern Europe (France, Italy and Spain and a license in Portugal)  
 Luxembourg (Lichtenstein, and a license for fixed telephony in Belgium)  
 Branded products and services. 

 
4.1.1 Business Concept, Objectives and Strategy 
 
There are three fundamental principles which Tele2‘s operations are based on; flexibility, non 
pretentiousness and cost awareness. This means that the company is continually working on 
spreading know-how among product lines and countries. Continually, the senior management 
believes that customer offerings and successful concepts create synergies, since they can also 
be copied in other markets. This also increases profitability by creating economies of scale, 
thus improving resource utilisation while facilitating market launches. Further, the customers 
that Tele2 focus on are business firms and end consumers who values smart, price worthy, 
and flexible communication solutions. The business concept that the company tries to attain 
are based on the customers’ needs. Tele2 thereby strives to efficiently provide a high level of 
service when selling and delivering communication solutions for voice, data and images, to 
make its customers the most satisfied and loyal in the marketplace.  
 
Tele2’s objective is to be the leading alternative pan-European telecommunications company 
on each market. The company aims to achieve solid, steady growth with improved 
profitability in both the business and consumer segments. Based on its thorough knowledge of 
the marketplace, Tele2 quickly detects trends and launches profitable communication 
solutions which can be applied in the company’s strategy. The strategy further implies that by 
deploying new technologies at an early stage, the company generates fresh sources of revenue 
and boosts profitability. Profitability is also ensured through cost-effective and flexible 
operations that adhere to clearly defined standards of quality. Furthermore, integrated services 
enable Tele2 to better satisfy customer needs. Finally, cross-selling, which is marketing of 
additional products and services to existing customers, is a central strategy that the company 
uses by supplementing fixed with mobile telecommunication. 
 
4.1.2 Tele2 in Russia  
 
Currently Tele2 reaches a total population of 48 million people through its operation in 
Russia. The establishment took place through an acquisition of the joint venture FORA 
Telecom from Millicom International SA (MIC), which is Tele2’s sister company, in the end 
of November 2001. FORA consists of MIC’s twelve businesses in Russia, for instance 
Moscow, Irkutsk and St. Petersburg. Excluding Moscow, FORA’s subscriber growth was 
forty-nine percent in 2001 (twenty-four percent including Moscow). Prepaid calling cards 
were the main catalyst of growth. Based on these figures and various loyalty programs, Tele2 
worked up a marketing strategy during the year to reduce initial costs for customers and 
thereby sustain its competitiveness in an increasingly fierce market. The main objective for 
Tele2 on this market is to forge long-term relationships and reduce the churn rate.  
 
To continue with, early in 2001, Tele2 launched SMS and SMS-based services for most of the 
companies as well as a nationwide web portal (www.tele2portal.ru). The portal allows anyone 
with Internet access to send text messages to a FORA customer. This allows for example 
messages, news and weather reports to arrive directly to a mobile phone from almost anyplace 
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in the world. During 2001, Tele2 also launched wireless data communications services after 
having received licenses for eight of FORA’s businesses. Furthermore, in April 2002, the 
business opened Tele2’s first Internet café in Irkutsk. By the end of 2002, the annual report 
showed that, Tele2’s revenues in Russia were 2.3 billion SEK. 
 
Continually, during the first of April 2003 Tele2 launched its first GSM-network in Irkutsk. 
This launch has initiated the rollout of Tele2’s GSM-networks in Russia, and the objective is 
to convert a further four networks by the end of 2003. Tele2 currently holds twelve GSM-
licenses in Russia, and offers mobile services in several Russian regions, which are being 
gradually re-branded to the Tele2 brand. In addition, mobile penetration outside Moscow and 
St Petersburg is six to seven percent, which is low relative to other markets, but is 
experiencing rapid growth. Also, as a Mobile Virtual Network Operator (MVNO), Tele2 can 
be a full-fledged GSM operator without having its own infrastructure. An MVNO agreement 
gives Tele2 its own exchanges and thus the capacity to handle both incoming as well outgoing 
traffic, instead of using a service provider agreement which turns a company into a distributor 
of another operator’s telephony with the ability to handle outgoing traffic only. MVNO is one 
of the keys to the success of the company’s aggressive expansion strategy. Finally, in order to 
strengthen its position in the market, Tele2 is now concentrating its efforts on offering cost-
effective telecom services. When it comes to the competitive situation, Tele2 has three main 
competitors in Russia; MTS, Vimpelcom and Megafon. 

4.2 Motives to Enter Transition Countries 

Mr. Stefan Öberg, commercial director of Tele2’s operations in Russia, said that the reason 
why Russia was interesting to enter for Tele2 is because Russia seems to be heading in the 
same direction as the transition markets in the Baltic States. He claimed that the Baltic States 
had no mobile subscribers ten years ago, when they were at the same level as Russia, and now 
these markets are highly penetrated. In fact, Mr. Öberg argued that the Latvian market is at 
present penetrated to fifty percent, the Lithuanian market is penetrated to fifty percent, and the 
Estonian market is penetrated to sixty-five percent. As previously mentioned, he claimed that 
the Russian market seems to be about to go the same way with fast growth rate, which 
according to Mr. Öberg is the reason behind the great interest of telecom companies in this 
market. However, he believed that this growth might take place during a longer span of time. 
In other words, Mr. Öberg stressed, that the main motive for Tele2 to enter the Russian 
market is the growing market for mobile communications. Mr. Öberg in addition argued the 
significance to enter markets rapidly in view of the fact that they tend to grow rather fast 
during a short period of time. Companies that want to be a significant player in the telecom 
industry in the future therefore need to enter these markets as soon as possible.  
 
Additionally, Mr. Öberg claimed that the Russian market is penetrated to fifteen percent at the 
moment and he therefore believes that there is an enormous potential for future growth in 
Russia. However, demand was not mentioned as a motive to enter Russia. This, Mr. Öberg 
further argued, can be supported by the fact that presently one hundred thousand new 
subscribers per month in St Petersburg are purchasing mobile phone services. Mr. Öberg did 
not mention closeness of the transition country as a motive for Tele2 to enter Russia. 
However, the size of Russia is huge and the country has 146 million inhabitants, which 
implies an enormous market potential. Therefore, size of the market was an implicit motive 
for Tele2 to enter this transition market.  
 
Mr. Öberg further did not mention natural and human resources in Russia as motives to enter 
the country. He, however, mentioned that Tele2 is in need of electricity and cross-
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competences. Continually, Mr. Öberg did not mention stable economy or improved 
communication in Russia as motives to enter the country. Improving legislation was not a 
direct motive to enter this market; instead it was an influencing factor. Further, Mr. Öberg did 
not believe that the general attitude in Russia mattered when Tele2 entered the Russian 
market. Also, he did not consider the flexible workforce to have been a motive for Tele2 since 
the Russian labour, from Tele2’s point of view, is perceived as the opposite to flexible.  
 
Furthermore, the respondent argued that a motive for Tele2 to enter the Russian market was 
that the European market was saturated with eighty to eighty-five percent market penetration 
of mobile telephones. Moreover, Mr. Öberg claimed that new customers within this industry 
are mainly represented by youths, which means that the market for new customers in Europe 
has limited growth. For this reason, that is, that the number of new customers on the European 
market is very low, Mr. Öberg argued that Tele2 had to take over customers from competitors 
on the European market. Once again, the difficulty to do this forced Tele2 to seek other 
markets. 

4.3 The Mode of Entry Strategy 

Mr. Öberg stated, as an example, that Tele2 has entered different transition markets through 
varying entry modes. He claimed that in Scandinavia Tele2 has one hundred percent 
ownership of its networks. However, in Denmark, Norway and the rest of Europe the 
company rents capacity in other operators’ networks through MVNO agreements. 
Furthermore, Mr. Öberg argued that Tele2 bought a joint venture in Estonia, again from 
Millicom, and has later bought out the minority owners. In Latvia, he continued, Tele2 
purchased another company and acquired one hundred percent ownership. Additionally, in 
Lithuania Tele2 has made a totally new establishment.  
 
According to the homepage of Tele2, the establishment in Russia took place through an 
acquisition of the joint venture FORA Telecom from Millicom International SA (MIC) in the 
end of November 2001. FORA consist of MIC’s twelve businesses in Russia; some examples 
are Moscow, Irkutsk, and St. Petersburg. However, our respondent, Mr. Öberg, declared that 
the establishment of Tele2 in Russia took place through a joint venture entry. The choice, he 
said, was rather straightforward because Tele2’s sister company, Millicom was already 
operating in Russia, and Tele2 had the same main owner; Jan Stenbeck. However, Millicom 
was suffering from economic problems and therefore sold its Russian operations to Tele2 
along with its joint ventures in Russia. In addition, Mr. Öberg stated that a joint venture is the 
only viable option to enter the Russian market because of the complex regulatory framework. 
 
Moreover, in Russia it has been almost necessary with a local partner when entering the 
country, which also was the case with Millicom. The reasons for this are complex contacts 
with governments that have to be taken care of personally, and also non-westernised business 
practices. Due to this, Mr. Öberg argued that a local partner would probably be necessary in 
the Russian market even today. However, he added that since the Baltic States could be 
considered more “civilised” than Russia, it was possible to use a new establishment in 
Lithuania. Additionally, mergers and new establishments were not used by Tele2 as a mode of 
entry strategy in Russia. 
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4.4 Factors Influencing the Entry Strategy Decision when Entering Transition 
Countries 

As the example concerning the Baltic States in the previous paragraph, Tele2 has used three 
different entry mode strategies for three different markets, which, according to Mr. Öberg, 
means that the choice of strategy differs depending on varying market conditions and 
opportunities. According to Tele2’s annual report, the knowledge and experience Tele2 has 
gained from the Baltic States will be used in the Russian market. The company believes that 
this will help it to grow efficiently. 
 
Mr. Öberg said that an influencing factor is the access to quality material since Tele2 are in 
need of labour and electricity. The labour force should have multiple skills and ability to 
manage differing work assignments, for example skills in marketing and technology, instead 
of skills only in technology. The main production factors Tele2 needs are labour and 
electricity. However, Mr. Öberg claimed that the distribution of electricity is not an 
influencing factor in the choice of entry mode, since Tele2 has batteries and diesel generators 
at its stations, that covers in case of electricity supply interruption. 
 
Furthermore, Mr. Öberg claimed that local governmental attitudes influence Tele2’s 
operations since they handle the authorisation of licences and permissions to operate. They 
can also take into account if the company’s operations will affect the country and depending 
on this, forbid certain entry modes. Moreover, in Russia it has been almost necessary with a 
local partner when entering the country, because local governmental contacts are complex and 
usually have to be taken care of in person. Mr. Öberg also stated that there is a heavy 
bureaucracy connected to contacts with the government, and therefore influences the type of 
entry mode used, for the same reason. He further claimed that the local infrastructure is not a 
major influencing factor, however, it affects Tele2’s recruitment of western personnel. The 
reason for this is that the personnel might not want to move to Russia if, for instance, the road 
quality is poor. The desired degree of control over the company’s operations in Russia was 
not mentioned as an influencing factor when deciding upon a suitable mode of entry. 
 
Concerning the level of technology needed, Mr. Öberg stated that Tele2 took over the existing 
technology of the acquired company, and for this reason this was not an influencing factor. 
The capital intensity of the industry was not mentioned as a main influencing factor either. 
For the reason that Tele2 desires close contact with its customers, the commitment to the 
market is according to the webpage an influencing factor in the entry mode decision.  
 
Mr. Öberg further claimed that one of the main influencing factors was the legal framework. 
The reason for this is that the telecom industry differs from other industries, since it needs 
permission to operate and to use radio frequencies from the government in Russia. The 
respondent further claimed that the regulatory framework in Russia does not follow 
westernised business practices.  
 
In addition, Mr. Öberg stated that factors that are always influencing an entry mode selection 
are demographic conditions and political risk. Further, he emphasised that for Tele2 there are 
three main factors influencing the type of entry mode used. These are the growth of the 
telecom market, the competition, and the regulatory framework.  
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4.5 Problems Facing Companies Entering Transition Countries 

Mr. Öberg claimed that there are several economic, political and legal problems that affect 
Tele2. Worst of all is the regulatory framework, since, as previously mentioned, it is required 
for a telecom company to have permission for frequencies it uses. There are no clear practices 
and rules that apply to all companies, instead businesses are based on personal contacts. For 
instance, Mr. Öberg said that Russia’s minister of telecom owns a major share of one of the 
main competitors, Megafon, which would never occur in a “civilised” country. He further 
argued that this means that Megafon has a significant advantage compared to other companies 
within the same industry, as the firm can immediately be granted licenses from the 
government. Corruption was not mentioned as a problem.  
 
Concerning the heavy bureaucracy in the country, Mr. Öberg claimed that it is complicated to 
obtain the permissions previously mentioned from the government. He also added that all 
government contacts are complicated since these demand massive administration efforts. 
Companies without governmental contacts have to work their way through the complicated 
Russian bureaucracy. The bureaucracy also makes personal life unnecessarily complicated. 
 
For the reason that Tele2 is a telecommunication company, bottlenecks in production and 
distribution are not a problem. In addition, Mr. Öberg claimed that barter trade used to be a 
problem before, but is no longer a common phenomenon. Concerning non-westernised 
business practises, Mr. Öberg claimed that this is the largest problem when entering Russia, 
since it is not functioning as westernised countries.  
 
The quality of job applicants is according to Mr. Öberg a problem. The reason for this is that 
the applicants lack cross competencies, and instead are highly specialised within one area. In 
addition there are plenty of technicians, but almost no commercially educated personnel. This 
also relates to that the view on flexibility in Russia is contradictory to Tele2’s view, since 
Tele2 needs cross competences in order to be prepared to changes in the market 
environments. In Russia, on the other hand, workers are inexperienced in the labour market 
and as previously mentioned cross-competences do not exist. Further, the respondent added, 
people in Russia are used to have the same employment during their whole lifetime, which 
further decreases the flexibility. 
 
According to Mr. Öberg, the socialist legacy further influences the firm’s establishment, in 
view of the fact that there are technicians, but almost no commercially educated personnel. In 
Russia cost awareness does not exist because of the country’s social heritage, since everything 
has been free and companies have been over-staffed in the history. 
 
The local infrastructure is not a main problem for Tele2 in Russia, as the company is not 
distributing physical products and therefore is not highly dependent on for example road 
quality. It is however a problem when it comes to transferring Swedish personnel to Russia, 
since they do not like driving their cars in the country for the reason that the road quality is 
poor. Regarding problems with no products or resources, Mr. Öberg claimed that the only 
problem Tele2 has with this is the previously mentioned lack of cross competencies. 
Communication was not mentioned as a problem for Tele2. 
 
Concerning environmental issues, Mr. Öberg claimed that a growing problem for Tele2 in 
Russia is the increasing environmental consciousness. The Russian people are gradually 
becoming aware of the consequences of the mobile phone mast radiation, and the landlords do 
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sometimes not allow the telecom companies to set up masts on their buildings. Still, Mr. 
Öberg added that this is a smaller problem than it is in Sweden. 
 
Living conditions are a problem for the reason that it is difficult to get Swedish employees to 
move to Russia, even if it is possible to earn money in form of high salary and low tax. He 
further mentioned that Russia is considered grey and dull by Swedish people, the crime rate is 
high, the Russian bureaucracy makes life unnecessarily difficult, and the standard of roads 
and other public services is poor. This often means that people prefer to live in for example, 
Sollentuna in Sweden, instead of living in a suburb to St Petersburg.  
 
Regarding cultural norms and values, Mr. Öberg argued that the largest cultural problem is 
the fact that the culture of Tele2 is the direct opposite to the Russian culture. Tele2’s culture 
involves cost awareness, flexibility and non-pretentiousness. Once again, the socialist legacy 
has affected the Russian peoples’ view on costs. Flexibility in Russia is also contradictory to 
Tele2’s view regarding it, as previously mentioned. Finally, Mr. Öberg stated that in the 
Russian culture, it is preferred to have a title, fancy car and things connected to prestige, 
instead of what is actually accomplished in the company. This is also the direct opposite to 
Tele2’s view. 
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5. Data Analysis

In this chapter we will analyse the empirical data that has been presented in the previous 
chapter. We are relying on theoretical propositions, and the analytic strategy that is chosen is 
pattern-matching, as proposed by Yin (1994). Pattern-matching implies that we will compare 
the empirical data to the theories presented in the conceptual framework, in order to discover 
similarities or differences. We will also compare theory with our empirical findings in a 
pattern code system. Pattern coding pulls together a lot of material into more meaningful 
units of research. (Holme and Solvang, 1991) Our study is a single-case study and we 
therefore only conduct a within-case analysis. Each research question will be analysed in 
separate sections, with the conceptualisation of theories presented in tables. 

5.1 Motives to Enter Transition Countries 

Research question one concerns motives to enter transition countries. Table 5.1 contains a 
summary of the comparison of the theories with the empirical data used within this question, 
and will be used as a base for the following discussion. The importance grading is based on 
the empirical data. 

Table 5.1: Motives to Enter Transition Countries 

Motive 
Fits with 
Theory 

Importance  Addition to Theory 

Economic Growth Yes +++ +++ Highly Important Motive 

Demand  Partly - ++ Important Motive 

Closeness  No - + Minor Motive 

Size of the market  Yes ++ - Not a Motive 

Natural & Human Resources  No -   

Stable Economy  No -   

Communication Improvements  No -   

Improving Legislation  No -   

General Attitude  No -   

Flexible Workforce  No -   

Saturated Existing Markets  + 

 

  

 
 

To begin with, Ghauri and Holstius, (1996) claim that the prominent economic growth that is 
taking place in some of the former socialist countries is a great motive for international firms 
to enter these markets. This growth is noticeable since the GDP in for example Russia 
increased more than in the Western countries during the past three years. (Sveriges Exportråd, 
2003) In addition, Bond and Tykkyläinen (1996) expect a future economic growth in Russia. 
According to Mr. Öberg at Tele2, the transition markets in the Baltic States have become 
highly penetrated during a short time period. The empirical data therefore fits with theory, 
since data stated that the Russian market seems to go the same way with a fast growth rate. 
However, Mr. Öberg claimed that this growth might take place during a longer span of time 
than in the Baltic States. Despite this, it is considered a highly important motive.  
 
Bartley and Minor (1994) further argue that in the former Soviet Union, there is also a great 
demand for consumer goods, which can be a large motive to enter these markets. Mr. Öberg, 
on the other hand, did not mention demand as a direct motive to enter transition markets. 
Additionally, Bond and Tykkyläinen (1996) claim that closeness and size of the market are 
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important motives for companies to enter transition markets. Mr. Öberg did not mention 
closeness as a motive to enter Russia, however, Mr. Öberg supported the claim concerning 
size of the market by stating that Russia’s great number of inhabitants, 146 million, implies an 
enormous potential for future growth. It is therefore considered to be an important motive. To 
support this, he presented the previously mentioned example of the one hundred thousand 
new subscribers per month in St Petersburg that are purchasing mobile phone services.  
 
However, there are also a number of theories concerning motives to enter transition markets 
that do not match with the data gathered from the interview. To begin with, Bond and 
Tykkyläinen (1996) claim that the supply of natural and human resources in a country can be 
motives for a company to enter it. The data collected does not fit this theory. Additionally, 
according to Sveriges Exportråd (2003), it can be a motive if the country’s economy is 
becoming more stable. The empirical findings do not fit with this theory.  
 
Bond and Tykkyläinen (1996), Paliwoda (1997) and Raiszadeh and Helms (1995) further state 
that communication is improving, and that this can be a motive to enter transition markets. 
The data collected does not support this theory. Paliwoda (1997) and Raiszadeh and Helms 
(1995) also argue that new legislation simplifies and decreases risk for foreign operations in 
the country, which could be another motive to enter these markets. This is not supported by 
the empirical findings, for the reason that the respondent claimed that it instead is an 
influencing factor in the entry mode decision. 
 
In addition, Bond and Tykkyläinen (1996) claim that the general attitude in Russia is positive 
towards cooperation with foreign firms. This was not a direct motive for Tele2’s entry to 
Russia according to Mr. Öberg. Further, Raiszadeh and Helms (1995) argue in favour of the 
Russian workforce since the workers seem to be flexible. Flexibility of workforce should 
therefore be considered a motive for companies to enter transition markets. The empirical data 
strongly contradicts this information and therefore flexibility of personnel is not a main 
motive. 
 
Mr. Öberg adds to theory that a minor motive for Tele2 to enter the Russian market was that 
the existing markets were saturated, that is, the market was fully penetrated. Previous theories 
in the area of motives to enter transition markets do not include this motive. 

5.2 Entry Strategies Used to Enter Transition Countries 

Research question two concerns strategies used when entering transition markets. Table 5.2 
contains a summary of the comparison of the theories with the empirical data used within this 
question, and will be used as a base for the following discussion.  

Table 5.2: Investment Entry Modes 

Entry Mode 
Strategy 

Fits with Theory 

New Establishments  Partly 

Acquisitions Yes 

Joint Ventures Yes 

Mergers No 

 
 

Many researchers claim that in some transition countries, a joint venture may be the only way 
to enter the country (Brassington and Pettitt, 2000; Paliwoda, 1997). This is additionally 
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supported through the fact that the most common way to enter foreign former planned 
economies has been through joint ventures (Floyd, 2002; Root, 1994). Mr. Öberg agreed with 
the researchers when he stated that a joint venture is the only option to enter the Russian 
market, as in Tele2’s case, because of the complex regulatory framework. However, 
according to the homepage of Tele2, the establishment in Russia took place through an 
acquisition of the joint venture FORA Telecom, part of the sister company Millicom.  
 
However, Paliwoda (1997) argues that companies cannot see joint ventures and acquisitions 
in transition economies as entirely separate entities for three reasons. Firstly, any joint venture 
partner can be acquired by a competitor during its privatisation. Secondly, acquisitions can be 
structured as joint ventures. Finally, approvals for joint ventures can differ between countries 
and also with regard to the size of the investment and how strategic this firm will be perceived 
by the local authorities. (ibid.) Furthermore, Root (1994) claims that a joint venture can occur 
either when a foreign and a domestic firm together start up a completely new company within 
the new market, or through an acquisition or a partial ownership of an existing local company 
by the foreign enterprise. Therefore, it can be difficult to separate between acquisitions and 
joint ventures (ibid.).  
 
Furthermore, Mr. Öberg mentioned, as an example of Tele2:s different use of entry mode 
strategies, that Tele2 entered the three different transition economies of the Baltic States 
through firstly a joint venture, secondly a new establishment and thirdly an acquisition. He 
claims that it all depends on the market characteristics, and added that since the Baltic States 
could be considered more “civilised” than Russia, it was possible to use a new establishment 
in Lithuania. However, new establishments were not used when Tele2 entered Russia.  
 
Theory shows that mergers can work despite problems of heavy bureaucracy and poor 
infrastructure. Further, mergers are appropriate, for example, when the competition in the 
market is high and when the company wants a rapid market expansion (Floyd, 2002). 
However, mergers were not used as a mode of entry strategy when Tele2 entered Russia.  

5.3 Factors Influencing the Entry Strategy Decision 

Research question three concerns the factors influencing the entry mode decision in transition 
markets. Table 5.3 and 5.4 contain summaries of the comparison of the theories with the 
empirical data used within this question, and will be used as a base for the following 
discussion. The grading of influence in table 5.4 is based on the empirical data. 

Table 5.3: Bases for Foreign Market Entry Mode Decision 

Base Fits with Theory 

Naive Rule  No 

Pragmatic Rule No 

Strategic Rule Yes 

 
According to Root (1994), the choice of entry mode depends on if the managers of the 
international firm follow the naive, the pragmatic or the strategy rule. Companies following 
the strategic rule systematically compare other modes of entry in order to eventually find the 
most suitable one (Root, 1994). Mr. Öberg agreed with this theory when stating that Tele2 
enters different markets through varying entry modes and that the choice of strategy differs 
depending on the market conditions. In other words, this means that Tele2 follows the 
strategic rule. 
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Table 5.4: Factors Influencing the Entry Mode Decision in Transition Countries 

Factor 
Fits with 
Theory 

Influence 
 

 Addition to Theory 

Access to Quality Material Partly +  +++ Highly Influencing Factor 

Local Governmental Attitudes  Partly +  ++ Influencing Factor 

Bureaucracy  Yes +  + Minor Influencing Factor 

Local Infrastructure  Partly +  - Not an Influencing Factor  
Desired Degree of Control  No -    
Level of Technology Needed No -    

Capital Intensity of the Industry  No -    

Commitment to the Market  Yes +    

Legal Framework Yes +++    
Demographic Conditions  +    
Growth of the Market  +++    
Competitive Situation  ++    

 
To begin with, Raiszadeh (1995) states that access to quality material may be limited in 
transition economies and that this can influence the entry mode decision. The empirical data 
partly fits this theory by claiming that the material Tele2 needs are qualified labour and 
energy, and that the supply of these therefore affects the entry mode decision. As mentioned 
before, this includes the need of cross-competences and electricity. However, it is not a major 
influencing factor in the case of Tele2 since it does not limit the entry mode strategy decision.  
 
Local governmental attitudes can also be an influencing factor if the government in the 
transition country has begun to allow companies to start up new establishments in the country, 
which is not always the case (Floyd, 2002). The empirical data partly agreed with the theory 
that local governmental attitudes influence the entry mode decision since the government 
handles the authorisation of licences and permissions to operate. 
 
Further the data showed that contacts with governments in Russia are complex with non-
westernised business practices, which implies the necessity of a local partner in the Russian 
market today. Heavy bureaucracy is also an influencing factor according to Floyd (2002) 
since it complicates new establishments. Mr. Öberg agrees to this theory by adding that it has 
been almost necessary with a local partner in Russia, because of the heavy bureaucracy.  
 
Floyd (2002) further stated that poor local infrastructure often exists in transition markets, 
and can therefore influence the entry mode decision since some entry modes require a well-
functioning infrastructure. The data from the interview did partly fit with the theory, as the 
infrastructure was an influencing factor for Tele2 in Russia, however it was not influencing in 
the same way as theory implies. The local infrastructure influenced Tele2 by affecting the 
recruitment of Swedish staff to Russia.  
 
Paliwoda (1997) claims that the firm has to decide upon the desired degree of control over its 
operations. Furthermore, Farhang (1990) and Paliwoda (1997) declare that choosing between 
entry modes depends on the risk the company is prepared to take and its desired degree of 
control. Mr. Öberg did not mention desire for control as an influencing factor. Paliwoda 
(1997) further maintains that the level of technology is a factor influencing the entry mode 
decision. Mr. Öberg stated that Tele2 took over the existing technology of the acquired 
company, and for this reason the level of technology was not an influencing factor. Therefore 
the empirical data does not fit with the theory. 
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Paliwoda (1997) also argues that the capital intensity of the industry is an influencing factor. 
The empirical data does not support the theory since the capital intensity of the industry was 
not a main influencing factor for Tele2, as this industry does not consist of highly expensive 
machinery. Paliwoda (1997) further claims that another influencing factor is the required 
commitment to the market. According to Tele2’s webpage, the commitment to the market is 
an influencing factor in the entry mode decision, for the reason that Tele2 desires close 
contact with its customers and therefore agrees with theory.  
 
Paliwoda (1997), in addition, claims that the legal framework must be investigated thoroughly 
before making the final entry mode choice and therefore is a major influencing factor. Mr. 
Öberg agreed that the regulatory framework (permission and licenses to operate) was a highly 
influencing factor in Tele2’s entry mode decision in Russia. The respondent further agreed by 
claiming that the legal framework in Russia does not follow westernised business practices 
and is of a complex nature.  
 
The empirical data from the interview added to theory that it is important to consider the 
country’s demographic conditions before deciding upon a suitable entry mode. This is not 
mentioned in the theories specifically concerning entry mode decisions in transition markets. 
 
Moreover, Mr. Öberg strongly asserted that the three most important influencing factors for 
Tele2’s entry mode decision in Russia are primarily the growth of the telecom market, 
secondly the competitive situation of the market, and finally the previously mentioned legal 
framework. Growth and competitive situation of the market are factors influencing the entry 
mode decision not directly mentioned by any of the theories. 

5.4 Problems Facing Companies Entering Transition Markets  

Research question four concerns the problems facing companies when entering transition 
markets. Table 5.5 contain summaries of the comparison of the theories with the empirical 
data used within this question, and will be used as a base for the following discussion. The 
problem level is based on the empirical data. 
 
Table 5.5: Problems Facing Companies when Entering Transition Countries 
 

Problem 
Fits with 
Theory 

Problem 
Level 

 +++ Major Problem 

Economical, Political and Legal  Yes +++  ++ Problem 
Corruption No -  + Minor Problem 
Heavy Bureaucracy Yes ++  - Not a Problem  
Bottlenecks in Production and Distribution  No -    
Barter Trade No -    
Non-Westernised Business Practises  Yes +++    
Quality of Job Applicants Partly +    
Socialist Legacy Yes +++    
Infrastructure Partly +    
No Products or Resources Partly +    
Communications No -    
Demand No -    
Environmental Issues Partly +    
Living Conditions Yes ++    
Cultural Norms and Values Yes ++    
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First of all, dissimilarities in the economic, political and legal environments pose problems 
(Ghauri and Holstius, 1996) that are especially large in transition economies (Karagozoglu 
and Lindell, 2001). Bartley and Minor (1994) give examples of these; high interest rates, the 
rate of exchange, high inflation, an unstable government, and poor banking and court systems. 
In addition, Raiszadeh and Helms (1995) claim that it is in many cases complicated for a 
foreign firm to know the value of pieces of land and real estates in a transition economy, and 
that there can even be questions concerning who actually owns an asset. Mr. Öberg agreed 
with theory by claiming that there are several economic, political and legal problems that 
affect Tele2. He further added that worst of all these problems is the regulatory framework, 
since a telecom company is required to have permission for the frequencies it uses. 
 
Theory further shows that corruption is a common problem in Russia (Sveriges Exportråd, 
2003). This includes duties and fees within the country that may vary or be introduced 
suddenly (Raiszadeh and Helms, 1995). The empirical data did not mention corruption as a 
problem. To continue with, heavy bureaucracy is also often a problem for the international 
company (Raiszadeh and Helms, 1995). Mr. Öberg supported this theory by arguing that all 
governmental contacts are complicated since they demand massive administration efforts. He 
claimed that companies with no personal contacts in the government have to work their way 
through the heavy bureaucracy. 
 
Further, Bond and Tykkyläinen (1996) state that there are plenty of bottlenecks in production 
and distribution. Raiszadeh and Helms (1995) also add that it can often be complicated to 
obtain raw material for different industries. For the reason that Tele2 is a telecommunication 
company, bottlenecks in production and distribution is not considered a problem.  
 
Moreover, if a foreign company deal with the local government, it might have to accept barter 
trade, as the local government often lack insufficient funds. (Bond and Tykkyläinen, 1996) 
According to Mr. Öberg, barter trade is no longer a common phenomenon. Additionally, 
many local firms have non-westernised business practices including non-existent inventory 
and no accounts receivable records, and calculate their revenues based on production rather 
than sales. (Raiszadeh and Helms, 1995) Mr. Öberg was of the same opinion and agreed with 
the theory by claiming that the largest problem with Tele2’s Russian operations is the fact that 
Russia is not functioning as countries in the West. Continually, he argued that there are no 
clear practices and rules that apply to all companies, instead businesses are based on personal 
contacts.  
 
Raiszadeh and Helms, (1995) further argue that in general there are problems with the quality 
of job applicants, as most are ignorant of the basic economic principles and western business 
practices. To this, the respondent partly agreed with the theory by adding that people in 
Russia are used to having the same employment during their whole lifetime, and that this, 
together with a lack of cross-competences, is a minor problematic legacy from the socialist 
era.  
 
Theories argue that the socialist legacy has negatively influenced the work habits of today in 
Russia (Raiszadeh and Helms, 1995). Factories have been used to receive a governmental aid 
in order to be able to continue their operations and to maintain full employment (Bartley and 
Minor, 1994). Mr. Öberg supported this theory by stating that it is a major problem for Tele2 
that cost awareness does not exist in Russia because of the country’s social heritage. He 
further argued that cost awareness is an important part of Tele2’s culture, along with a 
flexible workforce and non-pretentiousness. In the Russian culture, on the other hand, Mr. 
Öberg further claimed that it is preferred to have a title, fancy car and things connected to 
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prestige, instead of what is actually accomplished in the company. He further claimed that 
because these factors are the direct opposite towards what is valued in the Russian culture, 
they constitute the largest cultural problem for Tele2. 
 
Continually, Raiszadeh and Helms (1995) claim that in Russia it is problematic that the local 
infrastructure is practically non-existent, that goods can be stolen while transported, that there 
is low security standards, and that the public transportation is non-functioning. Empirical data 
does only partly fit with this, as Tele2 is not distributing physical products. It is, however, a 
minor problem when it comes to recruiting personnel to Russia. 
 
Raiszadeh and Helms (1995) argue that there might be problems with no products or 
resources. Regarding this, Mr. Öberg claimed that the only problem Tele2 has is the 
previously mentioned lack of cross competencies. Therefore, this partly supports the theory. 
Raiszadeh and Helms (1995) further argue that communications in many transition economies 
are not as well functioning as they are in the Western part of the world, and that foreign firms 
therefore usually place their offices in the major cities, where the communication works 
better. (Raiszadeh and Helms, 1995) The empirical data does not fit with the theory 
concerning communication, as this is not a problem for Tele2.  
 
Moreover, many transition countries have never placed any emphasis on environmental issues 
or the health of their inhabitants. It can therefore be complicated to apply western 
environmental standards in locations where there are no such formal requirements. (Raiszadeh 
and Helms, 1995) On the contrary to this last statement, Mr. Öberg argued that a growing 
problem is that of environmental consciousness, since the Russian people are gradually 
becoming aware of the consequences of the mobile phone mast radiation. Thereby, the 
empirical findings partly support the theory. 
 
Finally, Raiszadeh and Helms (1995) argue that it is a problem that living conditions in 
transition economies cannot be compared to western standards. Mr. Öberg supported this 
theory by stating that it is difficult to get Swedish employees to move to Russia because the 
crime rate is high, and the standard of living and road quality is poor Naturally, local cultural 
norms and values in addition to those previously mentioned are also something that can cause 
problems for foreign companies if they do not realise and accept the differences. Mr. Öberg 
argued that it is a large cultural problem that the culture of Tele2 is the direct opposite to the 
Russian culture.  
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6. Findings and Conclusions

Based on the previous chapters this final chapter will provide answers to our research 
questions. We will first present the broader findings, and thereafter specific conclusions will 
be drawn for each research question based on the analysed data. Finally, implications for 
management, theory and future research will be presented.  

6.1 How can the motives of companies to enter transition countries be described? 

There are a number of motives to enter transition markets that are of major importance. In 
order to clarify the connection between the different motives in our findings and conclusions, 
we have decided to divide the motives into formal and informal motives. Of these, formal 
motives are more explicit than informal motives, which cannot alone constitute as motives. 
 
The largest formal motive is the transition markets’ rapid economic growth, which leads to an 
increased demand for consumer goods and services in all sectors. Naturally, a stable economy 
and a legislation that works in favour of the foreign companies’ operations in the country are 
conditions that lay a foundation for economic growth and should therefore also be perceived 
as informal motives. Further, size of the transition country’s market is another important 
informal motive, since a large country with many inhabitants implies an enormous market 
potential for future economic growth.  
 
An additional formal motive is saturated existing markets. This is a motive for the reason that 
the company’s existing markets are fully penetrated within some areas of products and 
services. For this reason, companies operating on these markets need to find new markets in 
order to be able to further expand their businesses.  
 
The following motives are informal motives of less significance, however, they are still 
important when a company has decided to go abroad and chooses between different transition 
markets. The reason for why we label the motives in this section as informal is because they 
cannot constitute as motives to enter a market on their own, although they as a group can be 
perceived as motives to enter a specific market. Communication improvements is an informal 
motive of minor importance, since it is only simplifying the company’s handling of its 
operations, and not affecting most company’s core competence. Minor informal motives can 
further be that the target country is situated rather close to the home country, and that the 
target country has sufficient natural and human resources. Also, it can be an informal motive 
if the general attitude in the country is positive towards foreign operations in the country. 
Further, flexibility of personnel can be an informal motive for companies to enter transition 
markets. However, we believe it is an influencing factor in the choice of target country rather 
than a motive to enter a specific country. In other words, these motives of less significance are 
still important to consider, however, they should not be included among the most important 
ones. 
 
In conclusion to our study, the motives for companies to enter transition markets are: 
 

 Rapid economic growth of the transition market is a fundamental motive of a formal 
character, since all companies are profit driven.  

 Saturated existing markets is a formal motive, since it forces companies to new, less 
exploited territories. 
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 Informal motives that alone cannot function as motives are stable economy, 
favourable legislation, size of the transition market, functioning communication, 
closeness to the transition country, natural and human resources, general attitude in 
the transition country and flexibility of the workforce.  

6.2 How can the entry mode strategies used by companies to enter transition 
countries be described? 

The best way to enter transition markets is currently through investment entry modes. Of 
these, joint venture is the preferred entry mode. This is the case since the regulatory 
framework in transition countries is complex and often requires the foreign company to have 
a local partner. Having a local partner might also be the only way for the foreign company to 
enter the transition country, since local governments might be hesitant towards one hundred 
percent ownership by foreign companies in the country. In addition, the local partner provides 
the foreign company with local knowledge and cultural understanding, and helps make 
business function properly. 
 
Acquisitions and new establishments are possible in transition economies that have reached 
further in their economical development, and have begun to allow majority foreign ownership 
of operations in the country. Acquisitions can also be structured as joint ventures. This is 
when a foreign company creates a joint venture with a local company, and later acquires 
majority ownership of the operations. The acquisition structured as a joint venture can be a 
possibility to circumvent the complex regulatory framework in some transition countries. 
Nevertheless, if a foreign company acquires another international company that has already 
entered a transition economy through any entry mode, successfully or unsuccessfully, and has 
established some kind of local relationships, the acquisition can work satisfactory even in less 
developed transition countries. It is necessary, however, that the acquired firm is accustomed 
to western ways, as well as local ways of conducting business in a “safe acquisition” like this. 
 
Creating a new establishment is the most risky entry mode strategy, since many transition 
governments does not allow this entry mode strategy. It might also be complicated for the 
new establishment to function properly due to the socialist legacy that exists in many 
transition economies. Further, the socialist legacy has significantly influenced the business 
practices in many transition countries. However, in the future new establishments will 
probably be safer to use and therefore more common. 
 
Mergers can work when entering transition countries. However, a suitable partner might be 
complicated to find. We are of the opinion that this is related to the fact that companies in 
transition countries conduct their business in different manners than companies in Western 
countries, due to cultural differences, and that this can complicate the company’s operations. 
 
To conclude our research, these are the foreign market entry strategies used by companies 
entering transition markets:  
 

 Joint venture is the preferred entry mode strategy, as it provides the foreign company 
with a local partner and thereby local knowledge. 

 Acquisitions are suitable if the acquired companies function in a westernised manner, 
and have local knowledge and contacts. 

 New establishments function best in transition countries that have reached far in their 
development. 
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 Mergers are not a preferred entry mode, because of cultural differences that 
complicates the company’s operations.  

6.3 How can the factors influencing the entry strategy decision of companies 
entering transition countries be described?  

The decision of foreign market entry is mostly performed through the strategic rule, which 
implies that the company adapts its choice of entry strategy to the market characteristics. This 
means that the companies neither choose the same entry mode for all markets because of old 
habit (naive rule), nor does it set aside time to investigate other modes when a mode of entry 
that is working has been found (pragmatic rule). We believe that with the knowledge that 
western companies have today, the choice of which rule to follow should not be questioned. 
For this reason, the strategic rule should be the obvious choice.  
 
The factors influencing the choice of entry mode in transition markets are many, however, 
there a number of factors that seem to be more influencing than others. The most important 
influencing factor is the legal framework and it must be investigated thoroughly since it 
regulates the mode of entries allowed. We believe the legal framework is connected to the 
heavy bureaucracy and the local governmental attitudes, since the legal framework is built 
upon these two factors. The legal framework further relates to the company’s required 
commitment to the market, for the reason that governments can restrict the use of investment 
entry modes used with severe regulations.  
 
Continually, growth of the market is a significant influencing factor since there are a number 
of other factors related to this. One example is the size of the transition country’s market, 
since a large country with many inhabitants implies an enormous market potential for future 
economic growth. Further, since size of the market and growth relates to profit, profit desire 
also has to be a factor to consider when making an entry mode decision. 
 
The investment entry modes in addition provide the companies with a high degree of control, 
and since a high degree of control is often desired it implies that the desired degree of control 
is also a factor influencing the entry mode decision. In addition, the capital intensity and costs 
of the industry have to be considered when selecting the appropriate entry mode. If the start-
up costs are high and the industry capital intense, the company might want to consider having 
full control over its foreign operations through a majority ownership. However, this is a 
riskier option than the other types of entry modes. In other words, the risk the company is 
prepared to take heavily influence the entry mode decision, as some entry mode strategies are 
more costly and risky for the company than other. This includes both political and financial 
risk. However, often the market potential in transition markets is so large that the company is 
willing to take the risk. 
 
It is also important to consider infrastructure before deciding upon a suitable entry mode. 
This naturally includes investigating if there are functioning distribution systems. Access to 
quality material, such as raw material, qualified labour and sufficient technology are also 
important factors of influence in the entry mode decision. 
 
In order to simplify contacts with governments a local partner is preferable. This should in 
addition increase the competitiveness, since the company will gain local know-how and might 
increase its credibility among the customers in the country. Continually, this will provide the 
foreign company with information concerning local business practices. It further shows that it 
is important to analyse the competitive situation when deciding upon a suitable mode of entry 
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strategy. However, we believe this is a common factor influencing the entry mode decision in 
all markets, and competition is therefore not a major factor influencing the entry mode 
decision specifically in transition countries. 
 
Naturally, demographic conditions affect a company’s entry mode decision, just as all other 
general factors, such as the target country’s culture and trade of balance, that affect a 
company in its choice of entry mode strategy. However, these factors apply to all markets and 
the factors are not specifically influencing the entry mode decision in transition countries.  
 
In conclusion of our study, the factors influencing the foreign market entry strategy decision 
for companies entering transition markets are listed in order of significance with the most 
heavily influencing factor first:  

 

 The legal framework is the most significant factor, and is connected to heavy 
bureaucracy, local governmental attitudes towards foreign companies, and restrictions 
concerning foreign companies’ commitment to the market.  

 The growth of the market is a significant factor, and is affected by the size of the 
transition market and the company’s desired profit. 

 The desired degree of control is a significant factor, and is related to the risks and 
costs involved in the strategy. 

 Infrastructure is an influencing factor for companies in need of functioning 
distribution systems. 

 Access to quality material is an influencing factor for companies that need raw 
material, qualified labour and sufficient technology. 

6.4 How can the problems facing companies entering transition countries be 
described? 

There are a number of explicit problems when entering a transition market. The socialist 
legacy has shaped the character of many transition societies and it has left behind a vast 
number of problems. The socialist legacy can be considered the most significant problem 
since it has strongly influenced the culture and the work habits. The legacy can make it 
complicated to compete on a price basis, since people in general are not cost-conscious and 
have little understanding of how much, for example, one additional employee in a factory 
costs. Additionally, the local desire to achieve prestige instead of actual accomplishments can 
also be a problem in transition countries. It is also connected to the fact that in centrally 
planned economies, people lack knowledge concerning how to run private companies 
efficiently. As previously mentioned, problems with the socialist legacy are included in the 
problem with differing cultural norms and values between the host country and the foreign 
company. These problems include not only the socialist legacy, but also a high crime rate, 
heavy bureaucracy, and poor standard of living, which can cause irritation among western 
people stationed in the transition country. 
 
Corruption is another problem in transition markets that has to be taken into account. In 
Russia as an example, it consists of for instance theft and a slightly controlling Mafia, 
although it seems to be a diminishing problem as the country is becoming more westernised. 
However, information concerning this problem might be difficult to obtain, as it is a sensitive 
subject for companies for the reason that they might be victims of, for example, the Mafia’s 
operations. Barter trade also used to be a great problem, however, it is a declining 
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phenomenon. Furthermore, economic problems that are less significant are for example a 
fluctuating inflation rate, and an unpredictable rate of exchange. It can also be a problem that 
job applicants are too specialised within one area and lack required cross competencies. All of 
this can also be related to the socialist legacy. In transition countries that do not have a 
socialist legacy, these problems might also occur due to a long-term unstable economy. 
 
The legal framework is also a significant problem, since there at many times are no clear rules 
that apply to all companies. As an example, within the telecom business, licences and 
permissions are required to be able to function in the market, and these can be difficult and 
time consuming to obtain because of the heavy bureaucracy. For instance, the legal 
framework in Russia allows ministers to be majority owners of companies within their area of 
authority, which is the direct opposite to westernised business practices. This is also an 
example of a political problem. These non-westernised business practices can also take place 
in the form of different accounting principles, and the fact that businesses are based on 
personal contact.  
 
The infrastructure in many transition economies is also of a low standard, and can thereby be 
a less significant problem area in the distribution of goods and in other types of 
transportations. If the company is a manufacturing firm dependent on distributing its products, 
it is vital that the infrastructure and transportation system are working properly. Disruption in 
the supply of electricity can be a problem, however, it can easily be solved through batteries 
and generators. For a producing company, it can also be problematic if there are bottlenecks in 
production and distribution. Another minor problem is if there are no products or resources 
available. Communication can in addition be a less significant problem for the reason that 
transition economies are not as highly technologically developed as westernised countries. 
Environmental consciousness is also a growing less significant problem since companies have 
to take more responsibility for their actions. However, it can still be complicated to apply 
western environmental standards in locations where there are no such requirements.  
 
To conclude our study, the problems facing companies entering transition markets are 
described as following, listed in order of significance with the largest problem first: 
 

 The socialist legacy that has shaped the character of many transition countries is the 
most significant problem, as these countries have limited experience in how to handle 
private companies. 

 The culture clash between the local and the foreign transition markets is a significant 
problem, and is related to differing cultural norms and values, and also to the socialist 
legacy. 

 The legal framework is a significant problem when entering transition markets related 
to political problems, as there are no clear rules that apply to all companies, non-
westernised business practices, and heavy bureaucracy. 

 Problems related to the socialist legacy are heavy bureaucracy, low standard of living, 
corruption, economic problems and poor quality of job applicants but can on their 
own also stand as separate problems. 

6.5 Implications/Recommendations  

In this final section we will give implications and recommendations to the management of 
companies interested in entering transition markets, which are based on the findings in this thesis. 
Further, we will also give implications to theory and for future research within our area of study. 
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6.5.1 Implications for Practitioners and Management 

 When it comes to the different motives to enter transition markets, managers need to 
have in mind that growth of the market is connected to size of the transition country’s 
market as well. It is also important to be aware of that the growth of several transition 
markets is very rapid during a short period of time, and firms therefore need to enter 
these markets rapidly in order to get a “first mover” advantage. The degree of 
penetration in each market in comparison to similar markets, gives an indication of the 
current market situation, and of the growth potential of the market. 

 The perceived risk connected to a market entry in transition markets can be higher 
than when entering a westernised market. However, this research has shown that the 
market opportunities are great and that it for this reason often is worth taking the risk. 
The most appropriate mode of entry to use when entering transition markets is joint 
venture, since it decreases the risk.  

 Acquisitions can be used when the acquired company has local knowledge and when 
the government allows it. In the future, new establishment and straightforward 
acquisitions can also be used when the business climate has improved.  

 No matter what mode of entry strategy is used, managers need to consider local 
customs and values, which includes non-westernised business practices and heavy 
bureaucracy. In addition, in former socialist countries, the socialist legacy influences 
almost everything. This includes for example non-westernised business practices and 
bureaucracy, which also affects contacts with governmental instances. Managers also 
need to know that the legal framework does not treat all firms equally and thereby 
some competitors can have unjust advantages. All of this favours a joint venture entry 
mode strategy or a “safe acquisition” (as mentioned on page 42) since these two entry 
modes provide the company with a local partner and local knowledge.  

 The Russian workforce is highly specialised and do not have cross-competences. For 
this reason, it might be necessary to hire western personnel to the company’s 
operations in transition markets. In addition, the recruitment or transfer of personnel 
to transition countries might be complicated, since the standard of living is lower than 
in Western countries. This might also force the company to pay higher salaries than in 
Western countries.  

6.5.2 Implications for Theory 

The purpose of this report was to gain a deeper understanding of the mode of entry strategies 
used when Swedish firms enter transition countries. The study has been exploratory since we 
have gained a deeper understanding of the area of research through gathering information 
concerning an area we had limited knowledge about. The study has also been of a descriptive 
nature since we, through data collection, have been able to describe the motives to enter 
transition markets, the mode of entry used when entering transition markets, the factors 
influencing the entry mode strategy decision, and finally the problems facing companies 
entering transition markets. The study has also to some extent been explanatory for the reason 
that we have been able to draw conclusions, that is, to answer our research questions. 
 

 This thesis’ contribution to theory is based on empirical studies of the investigated 
phenomenon in one case study, and can serve as a base for further research. For the 
reason that many transition countries are currently undergoing significant changes in 
their political, legal and economical environments, these markets are highly interesting 
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to study. However, these changes are occurring rapidly, and research therefore has to 
be performed in a timely fashion in order to be of any use to companies that want to 
enter these markets.  

6.5.3 Implications for Future Research 

 This research has provided an insight into the mode of entry strategies used when 
Swedish firms enter transition countries. The same area of research would be very 
interesting to perform through a multiple case study of a manufacturing company 
versus a service company, in order to investigate similarities and differences in the 
chosen strategy, and in the problems faced in the transition country between the two 
companies. Additionally, it would be interesting to do the same study as previously 
mentioned with only manufacturing companies or only service firms. It can also be of 
interest to conduct multiple case studies with companies within the same industry. 

 Furthermore, it would be highly interesting to conduct a descriptive analysis of the 
entry mode strategy(-ies) used in two different transition countries, for example 
Russia versus China. This would for example highlight the similarities that originate 
from the socialist culture, and also the differences that relates to the differing degrees 
of western influences. This study would contribute to theory, since companies 
interested in entering transition markets would obtain a more specific knowledge 
concerning different transition markets instead of having to rely on generalisations.  A 
study like this is best conducted through a multiple case study of companies entering 
the two different markets.  

 It can also be useful to perform a descriptive analysis of how western companies have 
overcome problems encountered when entering transition markets. The research is 
interesting since it connects to our research concerning problems facing firms when 
entering transition markets. This can be conducted through a multiple case study of 
western companies operating in transition markets. 

 Another interesting field of study is to compare different transition markets as 
potential target countries. This study could be of help to companies in the process of 
selecting an appropriate target country, and is best performed through a single case 
study of a firm that has entered several markets of this kind. 

 Whether the Russian business practices are turning into western business practices, or 
not, is also interesting to study. The reason for this is that the country is currently 
undergoing significant changes that affect the way business is conducted. The study is 
best performed by a multiple case study of firms that have been functioning in Russia 
during a long period of time.  

 It is also possible to study the differences between the Swedish legal framework and 
the legal framework in any transition economy. Connected to this research area is the 
study of the differences of the legal framework between two transition economies. 
This study is best conducted through surveys concerning the experience of the legal 
framework in the two selected countries. 

 The use of the Internet is growing significantly and therefore it is becoming more 
likely that companies enter countries through the electronic entry mode strategy. 
Currently, existing theories concerning the area are limited and therefore any research 
on this subject would be a useful contribution to theory. A study like this is best 
performed through a multiple case study of companies entering countries through the 
electronic entry mode strategy.  
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Appendix A: English Interview Guide 
 
I Company Background and Organisational Facts 
 

1) The respondent’s name and title. 
2) Type of ownership of the company. 

3) Annual turnover of the company. 
4) Annual turnover of the company in Russia. 

5) The general competitive situation in the industry. 

6) The competitive situation in the Russian market. 
 
II Motives for Entering Transition Countries 
 

1) The Company’s Motives to Enter the Russian Market. 
 

 Economic Growth (present and expected)  

 Demand  

 Closeness  
 Size of the market 
 Natural & Human Resources  
 Stable Economy  

 Communication Improvements  

 Improving Legislation  
 General Attitude  

 Flexible Workforce  
 

Other Comments. 
 
III The Mode of Entry Strategy Decision 
 

1) The Mode of Entry Used to Enter the Russian market. 
 
• Investment Entry Modes 
 

 New Establishments  

 Acquisitions  
 Joint Ventures  
 Mergers  

 

Other Comments. 
 
 
 
 



 

 

IV. Factors Influencing the Entry Strategy Decision 
 

1) Bases for the Foreign Market Entry Mode Decision 
 

 Naive Rule  

 Pragmatic Rule  
 Strategic Rule  

 

Other Comments. 

 
2) Factors Influencing the Entry Strategy Decision 
 

 Access to Quality Material  

 Local Governmental Attitudes  
 Bureaucracy  

 Local Infrastructure  
 Desired Degree of Control 

 Level of Technology Needed  

 Capital Intensity of the Industry 
 Commitment to the Market 

 Costs 
 Legal Framework 

 

Other Comments. 
 
V. Problems Facing Companies Entering Transition Countries 
 

1) Problems Experienced with the Company’s Establishment in Russia. 
 

 Economical, Political and Legal Problems  

 Corruption 
 Bureaucracy 

 Bottlenecks in Production and Distribution  
 Barter Trade  

 Non-westernised Business Practises  

 Quality of Job Applicants  
 Social Legacy  

 Infrastructure  
 No Products or Resources  

 Communications  

 Environmental Issues  
 Living Conditions  

 Cultural Norms and Values 
 

Other Comments.  



 

 

Appendix B: Swedish Interview Guide 
 
I. Företags- och Organisations Fakta 
 

1) Respondentens namn och titel. 

2) Företagets ägandeform. 
3) Företagets årliga omsättning. 

4) Företagets årliga omsättning i Ryssland. 
5) Den allmänna konkurrenssituationen inom industrin.  

6) Konkurrens situationen på den ryska marknaden. 
 
II. Motiv till inträde på den ryska marknaden 

 
1) Företagets motiv till att gå in på den ryska marknaden. 
 

 Ekonomisk tillväxt (nuvarande och förväntad)  
 Efterfrågan 

 Närhet  

 Storlek 
 Naturtillgångar & mänskliga resurser 

 Stabil ekonomi  
 Förbättrade kommunikationer  

 Förbättrad lagstiftning  

 Generell attityd 
 Flexibel arbetskraft  

 

Övriga kommentarer. 

 
III. Inträdesstrategier 
 

1) Företagets valda inträdesstrategier på den ryska marknaden. 
 

Investerings inträdesstrategier:  
 

 Nyetableringar  

 Uppköp  
 Joint Ventures  

 Sammanslagningar  
 

Övriga kommentarer. 

 
 

 
 



 

 

IV. Faktorer som påverkar valet av inträdesstrategi. 
 
1) Beslutsgrund.  
 

 Naiv regel  
 Pragmatisk regel 
 Strategisk regel 

 

Övriga kommentarer. 

 
2) Faktorer som påverkar valet av inträdesstrategi. 

 
 Tillgång till kvalitetsmaterial 

 Attityder hos den lokala regeringen  
 Byråkrati  

 Lokal infrastruktur 

 Önskad grad av kontroll  
 Efterfrågad grad av teknologi  
 Kapitalintensitet i industrin 
 Önskad förbindelse till marknaden 

 Kostnader 

 Lagar och regler 
 

Övriga kommentarer. 
 
V. Problem vid inträde på den ryska marknaden 
 

1) Upplevda problem med etableringen i Ryssland. 
 

 Ekonomiska, politiska och regulatoriska problem  
 Korruption 

 Byråkrati 

 Flaskhalsar i produktion och distribution  
 Byteshandel  

 Icke västerländska affärsvanor  
 Kvalité på arbetssökande  

 Socialistarv  

 Infrastruktur  
 Inga produkter eller resurser  

 Kommunikationer  
 Miljöfrågor  

 Levnadsförhållanden  

 Kulturella normer och värderingar 
 

Övriga kommentarer. 
 




